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In attempting, this year, to organize the program of our 
annual session around a single unified theme, I have departed 
from the ordinary practice in connection with the president’s 
address. Instead of putting his remarks in a position of ficti- 
tious eminence in the evening session of the first or second 
day, I have undertaken to make of it one of three “keynote 
speeches” which constitute the opening session of our deliber- 
ations. The other speakers of this session will bring to us 
the points of view of the farmer and the business man, respec- 
tively. The remainder of our three-day program will examine 
more intensively certain particular phases of farm policy. 

My own remarks will not have the purpose, and certainly 
could not achieve the end, of giving a conclusive answer to the 
great question of what an American agricultural policy at the 
present time should be. I hope, however, that I may succeed 
in opening up some of the principal issues and indicating a 
point of attack upon the question which will be sound and 
helpful. I believe it is timely and profitable for the American 
public to ask itself very bluntly and very honestly the question 
“What do we propose to do with agriculture?” It would seem 
that the rather large and increasing number of men, who 
have in recent years been devoting themselves to the profes- 
sional study of agricultural economics (including farm man- 


2 Presidential address delivered at the Fifteenth Annual Meeting of the American 
Farm Economic Association, held in Chicago, December 29, 1924. 
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agement, statistics, and accounting), should at this juncture 
prove themselves of real help in formulating an answer to 
that question which will be fundamentally sound and there- 
fore practically helpful. Furthermore, once the public mind 
is made up as to the proper objectives of agricultural policy, 
we should be of assistance by giving trustworthy directions 
as to how real progress can be made toward the attainment 
of those goals and how, in turn, the most serious mistakes 
may be avoided. 

First, then, as to the spirit with which we approach our 
inquiry. Some months ago I told a friend of our purpose in 
tackling the question “What do we propose to do with Ameri- 
can agriculture?” and he responded “Well, what can we do 
with it?” He seemed to feel that, like the weather, people 
have always talked about it but have never succeeded in doing 
anything about it. Such a comparison would, I think, be to 
a considerable degree misleading. We are not powerless as 
to the course which our economic life shall follow. For, admit- 
ting that certain great natural forces underlie our economic 
activities, these forces work themselves out in our economic 
life only through institutions which are wholly of human 
origin and which may be altered whenever we find them work- 
ing badly or failing to achieve purposes which we have defi- 
nitely espoused. Our prime task as economists is to become 
really proficient as “trouble-shooters” for the economic ma- 
chinery with which the farmer works. To do this successfully, 
we must first become thoroughly conversant with both the 
structure and the functioning of that economic mechanism. 

While obviously our interest is centered primarily on the 
industry of agriculture, we must not fail to have a broad 
national viewpoint. Agriculture is simply one part of the 
indivisible economic life of the nation. It is the business by 
which a considerable part of our food and clothing and the 
raw materials of a considerable part of our industry are pro- 
vided. By the way in which they pursue this calling, our 
farmers not alone determine the scarcity and cost of these 
subsistence goods and factory materials but also make ton- 
nage for our railroads, business for our merchants, and a 
demand for the manufacture of implements, fertilizers, auto- 
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mobiles, and radio sets: they produce borrowers for the banks 
and create sources of revenue for the tax gatherer. Incident- 
ally, the conduct of agriculture today maintains or impairs 
the plant from which tomorrow must draw its agricultural 
supplies and determines the physical and social heritage of 
nearly half our population. 


I. Implicit Policies of the Past 


From the days of colonial settlement through the pioneering 
epoch of westward expansion, we have been following a line 
of development which has exhibited one fairly consistent pat- 
tern. It has been tacitly accepted as our program of action, 
but I doubt that the premises upon which it rests have been 
at all adequately examined. It has been primarily a move- 
ment to enlarge agriculture, to count more acres, more people, 
mére equipment, a greater variety of products. This program 
has satisfied farm folk to a surprising degree, first because 
of a strong craving found in many hearts for a piece of land 
to call one’s own and on which to carry out an independent 
business enterprise, and second because of an instinct of work- 
manship which, under such circumstances, causes the husband- 
man to glory in the bounty of his yields and the perfection of 
his products. It is a little startling to find how tenaciously 
many farmers still cling to this quantitative test of agricul- 
tural well-being. They become concerned when figures of 
agricultural exports fall off, or a great farming state shows 
a decline in farm population, or the volume of production of 
a particular product is threatened, or the roster of Presidents 
of the United States promises to show a lessening percentage 
of those who have come from farm homes. 

In the early days town interests likewise applauded this 
quantitative program because it made raw materials abundant 
and cheap, produced a great surplus to be handled by domes- 
tic and export trade agencies and, by stimulating immigra- 
tion, enlarged the home market for the goods and services 
produced in town. But latterly a large portion of city thought 
has grown away from such patterns. It finds domestic food 
and raw materials in many cases tending toward price levels 
higher than those to be found in various regions abroad. The 
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manufacturer is concerned to buy where he can get goods 
most cheaply. The trader, too, is not much concerned about 
whose product he handles so long as it yields a profit. Indus- 
try wants to expand its foreign market and the banker to 
invest abroad, where capital is scarce and interest high. 
Larger and larger, therefore, grows the urban group that 
wants to follow freely the line of its own immediate pecuniary 
advantage and to let our agriculture expand, stand still, or 
decline in whatever way it might as the result of such a course. 

This clash of opinion seems to challenge us to review again 
the questions of what policy, in fact, operates most effectively 
to enlarge the wealth of a nation. In the history of formal 
economics, we find that one of the earliest answers to this 
question was that this end was best achieved by exporting 
goods and importing money metal. This answer, which at 
the moment when it was formulated had some real value for 
western Europe, short as it was of liquid capital, soon re- 
vealed its inadequacy as a permanent principle or one of 
widespread application. This was most striking in Great 
Britain with its small area, dense population, commercial 
vigor, and budding aspirations in the field of manufactures 
and finance. Very naturally, therefore, our English economics 
built up a doctrine of free enterprise and free trade which 
has comported well with the lines of Britain’s successful eco- 
nomic development. It is, however, perhaps worth our while 
to ask how well this English theory meets the needs of the 
United States in the twentieth century. 

Let us first, against the background of this theory, note 
what has been the actual course of British and American de- 
velopment from the late eighteenth century down to the pres- 
ent. The British economic system was based on an essentially 
trading philosophy—the natural expression of a nation of 
navigators and shopkeepers and later of bankers and manu- 
facturers. Great Britain was a land whose agricultural re- 
sources were not merely scanty but also very inadequately 
diversified. She had, in the early days, a considerable surplus 
of wool and some grain for export, while yet she lacked many 
of the ingredients of even a plain standard of subsistence. She 
had to look to Scandinavia for lumber and naval stores in the 
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early days and for pulp wood or paper in the later period. 
Her rich tin deposits had been valuable from Roman times 
forward, and her coal and iron became the basis of her modern 
manufacturing growth. But she was without the precious 
metals, the copper indispensable to electrical development, and 
many other metalliferous resources. 

A nation so circumstanced, located on a small group of 
islands but with an industrious, aggressive, and fecund popu- 
lation, found it possible to grow in size and wealth and politi- 
cal power only if the seas were free to her ships, if her ports 
were free to the goods of other countries and their ports open 
to her, if her entrepreneurs could establish foreign trading 
stations, and if there British subjects and British property 
should be made secure. The factory hand, the miner, and 
the clerk were the backbone of British industry, and it was 
much more important that they should get cheap food to live 
on and cheap raw materials to work on than it was that the 
number of British yeomen and farm laborers should be main- 
tained. All this has been sound doctrine down to the present 
day in Great Britain, judged by pragmatic tests. This even 
in spite of the food scare in the summer of 1917. Apparently 
it will continue to be sound doctrine there for many years 
to come. 

The economic evolution of the United States followed, for 
many years, a line complementary to that which has just been 
sketched. We began as a colonial domain, fostered primarily 
to furnish food, naval materials, furs, and minerals for the 
shipowners, the traders, the artisans, and the consumers of 
the mother country, and to furnish a market for her finished 
products and Eastern import goods. This role we have con- 
tinued to fill in some measure even down to the present, though 
with notable changes of emphasis and direction as we have 
pushed forward our own industrialization. As we have drawn 
away in part from the complementary relationship with Eng- 
land, our place has been taken by countries less adapted (for 
the present at least) for industrial development. Aside from 
Argentina, these purveyors of Britain’s extractive require- 
ments have practically all been included in a growing imperial 
circle of dependencies and affiliated free commonwealths. 
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Whatever “imperial preference” may in time come to mean, 
it seems probable that it will somewhat steadily and vigorously 
forward a policy of increasing self-sufficiency within the 
bounds of a decentralized but effective federation of English 
speaking peoples. 


II. The Cheap Labor Policy 


In all this, however, is it not clear that we have an essen- 
tially aristocratic economic philosophy—the maintenance and 
advancement of a superior class by reason of advantageous 
trading relations with laboring groups less favorably situated? 
Great Britain expects to profit from the exploitation of the 
South African, the negro, the Hindu, the peon, the land-hungry 
pioneer. The word “exploitation” is here used in no critical 
or invidious sense. It may be applied as properly to the white 
Nordic farmer of Australia and of the United States during 
our pioneer period as to the Eastern or Southern races. The 
older and better developed country found herself in a position 
to profit quite innocently from the eagerness of American, 
British, German, Scandinavian, or Bohemian settlers to emi- 
grate to the new West and accept the hardships of pioneer 
life to earn the hoped-for benefits of ultimate land ownership. 
If any question of wisdom or of culpability is to be raised, it 
must be against our own internal policies (chiefly land and 
transportation) which made possible and indeed accelerated 
such a process. 

It may doubtless be safely admitted that our homestead 
policy was in the early days both truly democratic and genu- 
inely solicitous for a high economic and social status of the 
body of farmers. But it meant free land, free immigration, 
and subsidized transportation. In following this course, we 
nonchalantly bankrupted many Eastern farmers and impov- 
erished seaboard lands almost, in many cases, beyond the 
practicable possibility of restoration. In turn, also, this course 
plunged cis-Mississippi and trans-Mississippi agriculture into 
the depression of a persistent over-production period. The 
settler and the railroad alike were bribed with free land to 
make both old and new farmers unprosperous. Hence, the 
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actual working out of our free land policy created in fact an 
effective agency for getting farm products produced on a 
“cheap labor” basis. 

Viewing the matter in this light, it will be seen that the 
aristocratic farm labor policy of the South and the nominally 
democratic farm labor system of the North and West showed 
considerable tendency to converge upon a cheap labor basis 
in the later nineteenth century. Thereafter, the white farmer 
was, just before the Great War, working effectively with the 
trend of economic forces to raise himself to an economic level 
equal to that of other callings. Immediately there was a fran- 
tic cry of “back to the land” which, however, was soon drowned 
in the roar of the war and has had no cause to raise itself 
again during the post-war period of cheap food. Today, the 
industrial demand of the North under restricted immigration 
is drawing negro farm labor from the South, and rural white 
labor, too, is going inte Southern mills and factories. Some 
agricultural leaders see in this the hope of a better future; 
some resist it as the forerunner of ruin. 

Meanwhile, there are not lacking a host of those who assert 
flatly that no barrier must be put in the way of our people 
seeking food and textiles, hides, vegetable oils, wheat, and 
what-not in the cheapest source from which they can be 
brought anywhere in the world. This is another type of 
“cheap labor” argument applied to our agricultural problem. 
It raises very sharply the question of economic international- 
ism as it confronts the world today. 


III. Economic Internationalism 


It is only a short time ago that exploration and cheap rapid 
communication made the whole world one in some very real 
senses. Possibly, however, we are still too thrilled with the 
novel sense of this oneness to be very clear in our understand- 
ing of it or very safe in such actions and plans as we are 
basing upon it. 

A certain wise and witty teacher of law was wont to open 
a certain course with the remarks: “ “The fool and his money 
are soon parted,’ but the public divides broadly into two 
classes, those who think the process should be accelerated and 
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those who think it should be retarded.” _ I am inclined to think 
that public opinion shows signs of dividing somewhat broadly 
also on the question of internationalization into those who 
believe the process should be accelerated in all possible ways, 
and those who believe they see greater safety, surer progress, 
and a happier world if some restraints are interposed or some 
reserves maintained against the full sweep of this process. 
While this issue evidently concerns political and varied cul- 
tural questions as well as those of distinctively economic im- 
port, it is to the latter class, so far as possible, that we must 
limit our considerations. 

As already mentioned, political economy had its birth in 
the closing century of the explorative and commercial epoch, 
and the science as we know it attained its growth during the 
period following the Industrial Revolution. I wonder whether 
in the long run it may prove to be too much to say that this 
period was but the adolescent stage in the development of 
our theories of political economy, and that the time has now 
come or is fast drawing near when we should pass into a more 
mature philosophy, based upon a less temporary and provi- 
sional type of world economic organization than that which 
has been witnessed during our own lives and those of the two 
generations which have preceded. A policy of laissez faire 
was one suited to the exuberant age of an adolesecent economic 
world come suddenly into the great riches which were unlocked 
by simultaneous pushing out of their bounds extensively by 
exploration and colonization and intensively by acquisition of 
the tools of science to reach into the mysteries of the earth 
and to harness the resources of the air. 

Placed in such a situation, it was but natural, and in the 
main no doubt expedient, that free rein should be given. It 
was doubtless desirable that trade should not only be made 
quite free but even be subsidized, that the various parts of 
the earth might be brought promptly into contact with each 
other and each given an opportunity to show what contribution 
it could make to the expanding economic life of the world. 

As a matter of practice, however, we in the United States 
gave hardly more than lip service to such a doctrine of eco- 
nomics. We have been rather persistently protectionist and 
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generally given to directive, regulatory, and “constructive” 
legislative and institutional devices. In contrast with this 
broad public tendency has been the doctrinaire leaning of 
much of our formal economics. It has taken the expediencies 
of the British fathers and sought to canonize them into im- 
mutable laws for the guidance of economic action everywhere 
and always. In this it was doubtless influenced by the natural 
sciences, which were having a remarkable growth during the 
nineteenth century. Economists, too, aspired to be “scien- 
tists,” and tried to reduce their subject matter to the manage- 
able basis upon which precise laws could be formulated. 
Clearly, however, free competition, rational choices, perfect 
mobility of movement, a population of “economic men” are 
not the outstanding features of the actual world that has 
grown up about us. While certain laboratory laws based upon 
such conventionalized conceptions should of course be under- 
stood and held in mind as the background against which to 
check the more complex phenomena of a real world, they 
should not betray us into oversimplified views of current prob- 
lems or overstandardized prescriptions for their cure. Ac- 
quaintance with such laboratory precepts is, however, presup- 
posed in the subsequent discussion in this paper of purposive 
and directive measures designed to put agriculture in the most 
wholesome and effective position as a part of the whole eco- 
nomic life of the nation. 


IV. An “Economic Unit” of Organization 


It has been suggested above that our efforts to work out a 
satisfying type of economic life might perhaps advantageously 
place more emphasis upon the nation and less upon the world 
as the effective unit of organization. In the generation just 
passing, imperial economics, like imperial politics, conceived 
the whole world as its unit. Some of the complications to 
which this development has led may well raise the question 
whether, in our own generation, we might not find it wise to 
direct effort toward reconstituting the economic life of the 
several parts of the world on the basis of somewhat smaller 
geographic divisions, solidly organized on the basis of a size 
great enough to attain efficiency of operation but at the same 
time not so large as to involve the weaknesses and wastes nor 
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to invite the dangers inherent in the more far-flung systems 
of economic organization. 

When Europe first discovered the varied riches scattered 
over the globe, the immediate concern was to facilitate to 
the highest degree possible exchange of the products of these 
producing areas. A prompt second development, however, 
turned in the direction of transfer of population from the 
older areas, where resources were more fully worked out, to 
newer areas—moving the man once and for all, instead of 
moving products back and forth many times. However much 
the cost of transportation may be reduced or disguised, it can 
never be so cheap as shifting the distribution of population 
either by migration or by inequality of natural increase. It 
becomes a matter of serious concern then to better the ad- 
justment between national resources and the adjacent 
population. 

If from such points of view we approach the specific issue 
as to the United States and its agricultural policy, two ques- 
tions raise themselves. First, do we have an area of such 
size and diversity in climate and resources as would make 
it feasible within our own borders to develop an approximately 
complete economic life, essentially balanced and really efficient 
in its several parts? Second, should our run of thought and 
effort be primarily toward developing such degree of national 
diversification as will prove, under careful test, to be feasible, 
or should it be to emphasize extreme productive specialization 
and the utmost elaboration of exchange relations? 

It is apparent that much public discussion from sources 
of the highest respectability inclines to run in the latter direc- 
tion. At a recent conference on post-war economic policies, 
one speaker said: “We shall solve the world’s problems only 
by taking a very comprehensive view of them. The solution 
is to be found in the restoration of sound money, sound 
finances, open markets, and a liberal international trade 
policy, and then in letting private enterprise alone to 
straighten things out * * * We must take a large view 
and trust the free play of private enterprise.’” 


2 Anderson, Benjamin M., Jr., Proceedings of the Academy of Political Science, 
January, 1924, p. 8. This phrase, “We shall solve the world’s problem,” is one to 
challenge attention. Is this in fact the task we propose to set ourselves? 
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This is orthodox doctrine after the English pattern. It 
comes naturally from a New York bank whose spokesman 
views the question in the mellow perspective of his academic 
apprenticeship. Nor need one challenge the validity of the 
argument as viewed in terms of the ultimate and the ideal. 
The only question the present writer would raise concerns its 
applicability to here and now. While obviously Switzerland 
or Austria or any one of the dozen or two countries of conti- 
nental Europe constitutes much too small a unit for effective 
economic organization, it may appear after careful study and 
some experimentation that, on the other hand, the world is 
a unit somewhat too large to produce the best results if eco- 
nomic planning be directed not merely toward profits on capi- 
tal and entrepreneurship but toward laying the soundest pos- 
sible national foundations for a democratic civilization. May 
it not quite possibly prove true that an imperial system of 
such sweep as the British or a great continental area like 
our own, with such size and diversity as we possess, may be 
quite large enough to give economic efficiency of the highest 
order, the cultural status of its whole population being re- 
garded as the chief object of its concern? Finally, may not 
the fact that just now a peculiar run of circumstances has 
put us, for a time at least, on a higher price level than most 
other parts of the world suggest that the present is an oppor- 
tune moment for inaugurating such a policy consciously and 
systematically as to the several parts of our national 
organization? 

Such an endeavor would not by any means imply taking 
. the United States completely off the world market. We should 
_ still be, on grounds of practical necessity, an importer of large 

quantities of coffee, rubber, silk, sugar, and many other ex- 
tractive products and those involving a large element of hand 
labor. We should be exporters also of considerable quantities 
of lard, rice, fresh and preserved fruits, soft wheats, high 
patent flour, farming implements, office appliances, kodaks, 
fountain pens, and many other things. It does, however, pro- 
ceed upon the principle, that for those products for whose 
production the United States is reasonably well circumstanced, 
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we could well afford to look to this nearby source in prefer- 
ence to foreign areas of production. It by no means overlooks 
the generally accepted principle of foreign trade on the basis 
of comparative advantage. But it does assert consciously the 
setting up of additional considerations beyond mere commer- 
cial cost as the test of that advantage. 

It is a matter of concern, I take it, to Americans where 
and by whom our consumption goods are produced and of 
how fully and under what conditions our natural resources 
are utilized and our people are employed. It is to us a 
matter of some moment whether the feeding of our peo- 
ple is made the agency for expanding peon and peasant types 
of production abroad or of maintaining and enlarging farm- 
ing under American standards at home. It is a concern also 
that, whatever the real expense of provisioning from these 
sources at the moment, our affairs shall be so conducted as 
to tend toward the greatest efficiency in the long run and 
broadly considered. Thus, for example, industrial workers 
today might conceivably be fed at the lowest cost by locating 
themselves adjacent to ocean navigation and living in consid- 
erable part upon the cheaply produced and cheaply transported 
products of the last pioneer countries of the world. At the 
same time, it might be true that, by redistributing our popu- 
lation more suitably with reference to our own natural re- 
sources, a population embodying American ideals of both 
rural and city life can as a permanent matter be more effec- 
tively maintained within the bounds of our own country.* 


V. Ordered Development and Safeguarded Progress 


If race, civilization, economic development, and culture were 
the same in all parts of the world, much of the argument for 


7It may be suggested in passing that quite possibly the transportation rates 
upon which our American economic organization grew up were, for reasons which 
cannot be elaborated here, upon an artificially low general scale and were further- 
more discriminatory in favor of bulky products of low relative value. If, as is 
quite possible, both these causes for low rates of agricultural products tend to 
disappear in the future, the whole question of most effective geographic and indus- 
trial organization would have to be taken up anew. Our transportation policy 
must be viewed purposively and should make part of a constructive program 
embracing all phases of our national economic life, the goal being to produce a 
high type of economic society rather than profits or special privileges for a class. 
One sometimes fears that there is a tendency to regard trade and transportation 
as ends in themselves rather than incidental means to most economical production 
and most ample and satisfying consumption. 
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any policy other than complete freedom of trade, migration, 
and intercourse would disappear.‘ But under the conditions 
of diversity which exist today, it seems inevitable that many 
important nations will set up barriers against peoples whom 
they consider undesirable sharers in their economic life upon 
either quantitative or qualitative grounds. But this is not 
the whole story. Under such considerations, northwestern 
Europe, Canada, Australasia, and the United States should 
at once and forever remove all restrictions upon free inter- 
course. Let us look at the most extreme case—Canada and 
the United States. 

In this, we shall, for simplicity’s sake, speak as though 
Canada were a quite separate nation and not a member of 
an imperial family group. The fact that, as has already been 
explained above, the imperial system of which she is a part 
contemplates completely free trade with member countries 
whose agricultural labor population is on a relatively low 
standard of living complicates still further the difficulties of 
free intercourse between ourselves and our northern neighbor, 
if we have any real desire in this country to maintain the 
agricultural worker on a high living standard. The situation 
seems distinctly more difficult in the farm labor field than in 
that of industrial labor, where standards have been to a con- 
siderable extent internationalized. Were we to throw down 
our tariff barriers, the goods which would flow in from Canada 
or direct from England or continental Europe would be the 
product of artisans whose hours of labor, working conditions, 
and standard of life have been protected by strong union 
organizations, zealous to bring or keep them up to the same 
level as those of organized labor in our own country. While 
such industrial labor groups on the Continent have had to 
concede much to the agrarian interests, they have in England 
been able practically to disregard any such claims of equality 
owing to the small ratio of agriculture to industry at home 
and the economic weakness and unorganized condition of agri- 
cultural workers in the lands from which they draw their 


*That some argument against such a course exists even under the conditions 
cited will appear later in this paper. 
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chief import supplies. Under such conditions, the attempt 
simultaneously to take or keep the United States off a cheap 
labor basis so far as agriculture is concerned, and yet to advo- 
cate freedom of commercial intercourse with the members 
of a great imperial group whose agricultural relationships 
are still on such a cheap labor basis, would be fundamentally 
inconsistent and probably doomed to failure. 

But aside even from this issue raised by the imperial 
connections of Great Britain (which would be true in mea- 
sure also of other European countries) with lands of scant 
development and low culture, the question would still not 
answer itself so easily. The mere fact that Canada and 
the United States are adjacent countries essentially homo- 
geneous economically and socially, and in many ways 
similar and in others complementary as to natural resources, 
does not establish the propriety and benefit of complete 
freedom of movement of both persons and goods. A second 
thought shows that the effects of such a course will depend 
definitely upon the policies being pursued within the two 
countries and the relation of these to the organization 
and conduct of the several economic interests—agriculture, 
forestry, manufactures, and so forth. In other words, the 
demarcation of an economic frontier with certain restric- 
tions of commercial movement, while primarily a trade 
policy will upon closer scrutiny show itself to be, down 
underneath, a land policy, a transportation policy, a capital 
direction policy, or what-not. The real question therefore 
becomes, do we wish to let prevailing policies in these latter 
regards be accelerated in running on to their logical con- 
clusion, or do we wish to retard them at our frontiers rather 
than, or as well as, modifying them within our own boun- 
daries? 

To state the problem from one angle in terms of our 
United States-Canadian policy, do we really believe that 
the total national interest will be best served by pushing 
out the frontiers of wheat, oats, flax, and cattle growing 
into Western Canada by the same general homestead policy 
that developed our own West, the products of this exten- 
sive development being entered free for American con- 
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sumption? Is it desirable, in fact, that some tens or 
hundreds of thousands of American farmers should have 
been skimmed from our North-Central farms to be flung 
across the face of the Prairie Provinces, there to magnify 
the difficulties of adequate transportation, suitable school- 
ing, or satisfying social, religious, sanitary, and aesthetic 
conditions? Or is it better that we should address our- 
selves to the task of working out a national economic or- 
ganization of a more permanent and less provisional sort, 
with stricter adherence to our boasted ideals of equality 
and broadly democratic prosperity? 

All too late, students are pointing out the needless costs 
and hardships which have attended pioneer development 
in this country. Now that we have come to the last frontier 
and look back upon the wastes and privations of that now 
irremediable epoch in our own history, is it a time to ad- 
vocate policies which will perpetuate its lingering evils 
at home and serve to repeat like misfortunes in our neigh- 
bor country—in many cases upon the persons of our own 
transplanted citizens? Is it desirable rather that we should 
consolidate the agricultural] positions that we have already 
taken in the United States, completing and improving our 
transportation system of railways and highways; supply- 
ing better school buildings, teachers, and curricula; se- 
curing more comfortable, healthful, and beautiful homes; 
and developing better organization of production, distri- 
bution, and finance? 

Right here comes the real clash of opinion on this whole 
matter. A not inconsiderable group of people have visual- 
ized such a condition as that suggested above and say 
flatly that it is not to be seriously considered for our farm- 
ing class. For many others, however, such fanciful notions 
have never entered their heads. I wonder whether be- 
tween them, these two classes make up a majority of our 
public and whether in the end this view, reasoned or 
merely subconscious, will prevail? It is a really decisive 
issue for our national future. 
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VI. Can We Afford Farm Prosperity? 


Before leaving this question to the determination of time, 
I wish to raise one point of fundamental economic theory 
which it involves. Those who have come to the conclusion 
that such conditions of comfort and prosperity as I have 
suggested for farmers are not seriously to be thought of 
say that other classes cannot afford to pay the prices of 
farm products necessary to produce such conditions for 
the farmer and his family. This raises two issues of 
fact and theory. The first touches the question of efficiency, 
and the second the real nature of the economic cyclical 
process of production, exchange, distribution, and con- 
sumption. 
_ Time does not permit of our going into the question of 
whether in the long run our agricultural products will be 
produced at a lower unit cost by well-schooled farmers, 
living under comfortable and even inspiring domestic sur- 
roundings, able to equip themselves with the best of ma- 
chinery and live stock, and to furnish their children with 
a high grade of technical and economic training for carry- 
ing on the business of agriculture. Stated negatively, I 
incline strongly to the belief that a scale of payment for 
agricultural commodities which implies a wage for agri- 
cultural labor so low as to depress physical and intellectual 
efficiency below what may be loosely called the trade union 
standard and, on the equipment side, to prevent the in- 
dustry from keeping full step with the march of scientific 
and engineering progress would be to establish a process 
of downward evolution toward cruder, more wasteful, and 
progressively more costly conditions of production. 

Leaving this issue, however, as I must for the careful in- 
vestigation of later students, I wish to pass on to consider 
the other side of the story. Those who assert that we can- 
not afford to give farmers spending money seem to me 
to take but a one-sided view of our modern economic system. 
They align themselves, I might suggest, with that part 
of the public which becomes panicky on the appearance of 
any unaccustomed scale of expenditure on the part of the 
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bourgeois and proletarian elements of our population, and 
who assert that a distribution of wealth which gives a 
larger share in the social dividend to labor and a smaller 
one to capital is suicidal because people of small means 
will dissipate these funds in personal expenditures instead 
of directing them back into the capital fund. They include 
the savings bank president who advertises widely, “‘The 
fool spends his money—the wise man puts it in the bank,” 
and the much-quoted country banker who offered, in the 
early days of the agricultural depression, to make a further 
loan to one of his farmer customers only if the latter would 
leave the rear wheels of his automobile at the bank as 
collateral. 

Clearly, the issue here is not so much one of absolute 
fact as of relative emphasis. But it may be asked, for il- 
lustration, whether the desire of the general public to 
have the convenience and pleasure of automobile trans- 
portation has not been, on the one hand, a stimulating 
factor in making them work harder to pay off the purchase 
instalments and, on the other hand, a stimulating factor 
in the labor market, the steel market, the rubber market, 
the copper market, the paint market, the coal market,. 
and all those places where the manufacturer of motor ve- 
hicles purchases his supplies. The buyer of automobiles 
pays wages to the miner, lumberman, mechanic, and sales- 
man of the motor car industry. They, in turn, must, for 
the goods and services which they demand, pay a price 
which will enable others to buy motor cars, else the circle 
is broken. From the capital side, too, it may be asked: 
Where are these great accumulations to be invested at 
remunerative rates if purchasing power is withheld from 
the great public, among whom the expanding product of 
capitalistic enterprise must find its broad market? 

On the whole, it would seem a peculiarly inopportune 
moment to argue the desirability or necessity of holding 
down rural spending power to the level of bare necessities 
just at the time when important classes of manufacturers 
and tradesmen have been struggling against financial em- 
barrassment or even bankruptcy brought about by the col- 
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lapse of the country market for their product. This group 
has even expanded in certain places to include country 
bankers whose reserves have been depleted and officials of 
granger railroads whose traffic, particularly on the back 
haul, has been seriously impaired. At a moment when 
their hearts are softened by this chastening experience, 
it may be opportune to examine the economic process by 
which high standards of consumption throughout our popu- 
lation operate to stimulate industry, increase efficiency, 
and promote general economic as well as social well-being. 


VII. An Agricultural Policy as a Factor of Economic 
Stabilization 


It must be apparent in all that has been said thus far 
that there has been no attempt to lay out the details of 
a specific program with reference to agriculture. The at- 
tempt has been rather to develop a point of view and a 
line of approach to the problem. This can all be sum- 
marized in a paragraph. 

The time has come in the maturing of our national life 
when it seems desirable to establish and maintain a per- 
manent agriculture in a position of effective coordination to 
other interests of our national life. The concern of both 
economists and business men is increasingly to perfect 
agencies for controlling the extreme swings of the economic 
process so as to avoid over-extension of particular lines of 
activity with the consequent maladjustment, reaction, and 
inevitable loss. Since the extraordinary events of a world 
war have operated with peculiarly disastrous effect upon 
our agriculture, it seems the part of national wisdom to 
direct our best thought toward efforts designed to minimize 
the shock of necessary readjustments and to be concerned 
more with steps necessary to give us the sort of agricultural 
industry that the nation will need in 1950 or 1975 or there- 
after, rather than to seek the largest possible pecuniary ad- 
vantage in 1925 or 1926 for the industrial portions of our 
economic organization whose development has been pushed 
forward more and more intensively during the last few de- 
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cades. While we have by no means found a formula of eco- 
nomic stabilization, it does seem that constructive measures 
will lie in the direction of checking extreme development of 
particular interests, of avoiding maladjustments between 
groups and sections, and of considering the whole process 
of consumption, production, market distribution, capital 
formation, and entrepreneurship rather than any partic- 
ular step in the process separately, or any special interest 
concerned in a single step of the process. It is perhaps 
superfluous to add that the writer’s concern also is primarily 
with the worker and the standard of life which he can 
maintain by means of his work. 

To some extent particular planks of a platform will 
doubtless be proposed in later sessions of our meeting, but 
they can be developed in their fulness only by a program 
of detailed and continuing study which must accompany 
every subsequent stage of our agricultural adjustment and 
readjustment. Such is the task which those who propose 
a constructive attitude with reference to agriculture impose 
upon themselves. For, if one challenges the adequacy of 
present economic institutions to serve most effectively the 
legitimate needs of agriculture, the burden of proof is 
upon him to show precisely wherein their structure or 
operation is faulty and to demonstrate upon sound economic 
grounds the propriety and adequacy of the remedies which 
he proposes. Or, if we should question whether policies 
of free or even stimulated intercourse which have in con- 
templation certain ideal conditions, are adequate and perti- 
nent to meet the actual circumstances about us, we but open 
a series of specific and intricate questions. Which com- 
modities, in fact, need some preferential treatment and in 
what measure? Would existing inequalities be better 
remedied by the imposition or increase of duties upon agri- 
cultural commodities, or by the removal of existing protec- 
tion upon non-agricultural items? Also, what effects will 
any such steps have upon the organization of agriculture, 
manufactures, or trade, and how can they be most effec- 
tively utilized to the real advancement of the industry, and 
through it of the economic welfare of our country? 
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Here is the great task which unfolds before the men 
of our profession. If we are to be scientists and not apolo- 
gists, professional servants of the whole society, not com- 
mercial retainers of a special interest, we must bring not 
merely insight and sympathy to bear upon the task, but 
also keen analysis, cool judgment, broad vision, and the 
utmost degree of intellectual honesty. 

Many of us know by experience that this is a hard and 
often thankless task. We must expect to be misunderstood 
on many occasions. We shall be attacked by certain 
city business men who brand everything which is not clearly 
for what they conceive to be the immediate interest of 
their business as “coddling the farmer.” We shall be 
chided by the countryman who thinks everyone against 
him who fails to urge special treatment to preserve his 
particular line of production in whatever degree of over- 
expansion, whatever state of inefficiency or unsuitability 
it happens at the moment to be. 

Ours is a complicated task of research and education in 
the interest, first, of pointing out such institutional adjust- 
ments as are needed to give the farmer conditions for the 
functioning of agriculture in our scheme of national life 
as favorable as those of any other interest; and, second, 
of assisting the farmer to make the most effective adjust- 
ment to these or whatever less satisfactory conditions he 
may find himself surrounded by. These two tasks are 
enough to challenge and to test the best that is in us. 


In conclusion, I cannot forbear saying a word about the 
farmer’s own part in the establishment and maintaining 
of conditions which can be regarded as nationally desirable. 
However equitable the institutional situation created for 
him, however efficient the agencies for giving him adequate 
information and sound advice about the elements of his 
business, his final destiny is in his own hands. The public 
will never give him a standard of living; he must make it for 
himself. So long as he will accept a home below a reasonable 
standard of comfort, healthfulness, decency or beauty, so 
long such quarters will be his lot. So long as he fails to 
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demand or even accept measures designed to eliminate 
child or woman labor in the fields, or to enforce voluntary 
measures to this end, so long the abuse of his woman and 
children will continue. So long as he puts the delights of 
following his personal whim above the efficiencies of work- 
ing in larger schemes of organization, public or private, so 
long his lessened productivity will tend to neutralize any 
measures designed to enlarge the circumference of his 
opportunity. 

Time was, and that not so long ago, when conditions of 
the industrial laborer were as bad as any the farmer has 
suffered, if not worse, and similar complaints were heard 
from shop and factory workers. Today the situation has 
been essentially altered through building up a class- 
conscious group, determined to refuse conditions of em- 
ployment which fell below a progressively rising level, de- 
fined, not to say worshipped, as the American trade union 
standard of living. The general public did not raise the 
laborer’s standard for him. Only because he was willing 
to save and fight and pay dues and stick by his union are 
labor conditions as good as they are today. I am quite 
conscious of the difference in the terms of agricultural em- 
ployment and of the possibilities of carrying out strong and 
widespread types of organization among agricultural work- 
ers. But at the same time I would suggest that the possibili- 
ties in this direction have been as yet by no means tested, 
and that the longer the run of attention and effort is toward 
export dumping corporations, larger and easier credit ex- 
tensions, and organized price control, instead of toward 
the individual and group enforcement of a truly American 
rural standard of living, the longer the valuable qualitative 
elements of an agricultural policy will elude the farmers’ 
grasp. 
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THE PLATFORM _———_— AGRICUL- 


GEO. A. Fox 


SECRETARY, ILLINOIS AGRICULTURAL ASSOCIATION 


The term “organized agriculture” suggests group action and 
class interest. For the purpose of our discussion, I suggest 
we make a definition of the terms we are to use. 


1. What do we mean by agriculture? 

Suppose we eliminate from our consideration the number 
of acres of land, the acres of undeveloped and untillable land. 
Suppose further, we draw a curtain over statistics showing 
the relative position of our population engaged in farming 
as compared with other occupations. Suppose we think of 
the farmer and his farm as a producing unit. Each of these 
units involves invested capital, successful operation, and a 
standard of living. Let me put it in another way—Smith 
owns a farm; his money is invested in a farm; he lives on 
a farm; his family receive their living, education, and pleasure 
out of the returns from this farm; it must sustain himself 
and his wife in old age and furnish the opportunity for his 
children. Multiply this production unit by six and one-half 
million and we have agriculture in the aggregate in this coun- 
try. I am of the opinion that we may successfully contend 
that these active producing units, viewed as a whole, are agri- 


culture in as clear and as definite a sense as it is possible to 
define the term. 


2. What do we mean by organized agriculture? 

The term is a troublesome one to define. Some more or 
less worthy efforts need to be eliminated from the definition 
which I desire to make. For example, a trained insurance 
man conceives of an insurance company for private gain. He 
selects his risks from farmers and calls his promotion “organ- 
ized agriculture.” Likewise a merchant desiring to deal in 
farm products or manufactured goods, invites farmers to join 


1This paper was read at the Fifteenth Annual Meeting of the American Farm 
Economic Association, held in Chicago, December 29, 1924. 
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him in his enterprise and calls it “organized agriculture.” An 
ambitious politician sets out to secure a following to advance 
his personal leadership. He appeals to farmers to join for 
legislative action and calls it “organized agriculture.” There 
are many such abuses of the term. 

Agriculture consists of the farms and farmers producing 
farm products. The business of each of these units of produc- 
tion involves many problems, some of which are common to 
all. Many of these problems can be met more effectively by 
collective action and some of them can be solved only through 
united effort. Wherever and however farmers unite to serve 
the interest of these units by collective or group action, we 
have “organized agriculture.” We must, of course, recognize 
that many of these efforts are not uniform either as to method 
or procedure, neither are they co-ordinated or unified to any 
great extent. 

The underlying purpose of organized agriculture is to im- 
prove the farmers’ economic condition and his standard of 
living. He is not interested in producing cheap food at his 
own expense. He is not interested in the higher wages for 
labor unless it will result in better returns for his own labor. 
He is not interested in greater reward for managerial ability 
unless he may also share in proportionately larger returns 
for his own managerial ability. He is not interested in large 
returns on capital investment unless he is included with 
other capitalists. The farmer is a laborer, a manager, and a 
capitalist. This combination, plus the environments with 
which he is surrounded and limited, creates a distinct group 
interest which is peculiar to agriculture and which must not 
be compromised, which should never be confused with the 
interest of other groups, or the interest of the general public. 

Therefore, the first suggestion which I have to make is one 
of broad policy. It is that the activities of organized agricul- 
ture must of necessity be limited strictly to the welfare of 
the farm group. These activities will be found to be largely 
economic in character. Much effort has been fruitless because 
of a tendency to engage in almost every activity under the 
sun, and to a lack of self reliance, that is, failure to rely on 
farmers themselves for leadership and financial support. Sin- 
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gleness of purpose, development of leadership among farmers, 
and financial independence are necessary parts of a sound 
policy. 

I do not mean to suggest that the interests of the farm 
group are entirely isolated interests. Quite the contrary is 
true. Interrelated interests with other groups are enlarging 
and will continue to enlarge with the development of industry 
and commerce, and an increased density of population. No 
policy would be sound which would not recognize the necessity 
for cooperation with industry, commerce, labor and the gen- 
eral public. 

The second suggestion I have to offer has to do with a pro- 
gram of procedure. Many programs of work have gone on 
the rocks. Many efforts have been made to correct evils that 
never existed. Many attempts have been made to make gold 
out of brass. The basis for any activity is intelligence. A 
survey of every problem and need is the first step. Formula- 
tion of a course of procedure based upon facts, experience, 
and sound reason follows. With this sort of a background, 
initiative and freedom of action in the interest of the group 
to be served will yield results. A part of this program is well 
supplied by other agencies. Our educational institutions and 
our governmental departments can and do render valuable 
help. They are very necessary agencies to the program of 
organized agriculture. They are, however, the creation of all 
the people representing the common interests of all the people. 
To make intelligence available, to free it from prejudice, and 
give it the impetus necessary for practical application, is prob- 
ably the most important part of the program. All this is by 
way of saying that the program of organized agriculture is 
one of service to the farmers and farm groups. 

The form and type of service will necessarily vary, but 
armed with intelligence based on careful survey and analysis 
and well thought out procedure, organized agriculture is pre- 
pared to become the spokesman for the group. To be spokes- 
man is in itself no small service and is one weighted with 
heavy responsibility. It can only be discharged through loyal, 
well-informed leaders whose dominating ambition is service 
to the farmer constituency. A further and equally important 
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service is to coordinate and to bring into harmonious action 
farmer groups with somewhat isolated or diverging interests. 
Those seeking to serve organized agriculture in a large way 
have in such a coordinating activity a service of extreme 
importance. 

The third suggestion I have to make has to do with eco- 
nomic adjustment. The problem of agriculture is to perpetu- 
ate production on the established farms of the country and to 
insure thereon a standard of living which will foster and con- 
tinue a class of citizenship in keeping with national security. 
The best lands of the nation are under cultivation. They 
have an established investment value to the owners. The wel- 
fare of the industry requires confidence in the stability of this 
capital investment. Speculative value is not now, nor likely 
to be in the future, an important factor in maintaining this 
confidence in land values. A declining soil fertility and in- 
sufficient margin between costs and receipts of production will 
surely destroy the investment value on land. For security of 
their investment, the present owners and the present oper- 
ators of farms as well as the investing public must look in the 
future to successful farm operation. 

If this analysis is correct, the essential and important prob- 
lem before organized agriculture is an economic business oper- 
ating problem. If we can lay our finger on the fundamental 
elements involved in farm operations, by the men now engaged 
in farming and on the farms now under cultivation, we have 
a substantial platform. I do not presume to have a complete 
and satisfactory analysis of these essentials, either for the 
present or future. I know of no specific remedy. 

That greater efficiency in operating methods to reduce costs 
per unit of product is important, needs no comment. That 
dire necessity in recent years, together with strenuous educa- 
tional activities, and individual initiative have contributed to 
progress in this direction is an evident fact, but progress in 
this direction is very limited. Other cost factors in farm 
operations such as increased indebtedness, increased taxes, 
and price disparity have added more to the operating costs 
than improved methods or individual initiative have taken off. 
To contemplate reduced overhead from indebtedness, as a 
means of increasing the margin of profit, is like trying to lift 
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oneself by pulling at one’s own boot straps. Only out of mar- 
gins can indebtedness be reduced. 

Our present system of taxation, especially local and state, 
is materially increasing and unjustifiably adding to the cost 
of production. The property tax places agriculture and home 
owners at a disadvantage. There is a real and vital problem 
involved in securing tax adjustments and a different basis 
for raising public revenue. 

Disparity in prices between the costs of essentials in pro- 
duction and living standards and the selling price of farm 
products involves important considerations, such as higher 


standards of labor compensation, transportation costs, _ 


methods of distribution, and world markets. The higher pay 
for labor and managerial ability in other lines has added to 
a higher cost of production and higher cost of living on the 
farm. However, the farmer is himself a laborer, and a man- 
ager, and unless we contemplate a change to larger farm units 
of operation, the farmer is not interested much in cheaper 
labor. True, the labor he employs is considerable of an item 
in his costs, but a demand for lower labor standards is a two- 
edged sword which cuts both ways for the reason that the 
farmer is himself a laborer as well as a manager. Transpor- 
tation costs to and from the farm contribute materially to the 
disparity of prices. Rates based on seeming equities and 
upon service performed, often produce an effect intolerable to 
the continued prosperity of essential industries. An adjust- 
ment of transportation costs is necessary to minimize the 
costs in farm operations. 

I have briefly referred to some cost factors such as improved 
methods and individual efficiency, indebtedness, taxes, labor, 
and transportation. The answer to profitable farm operations 
is not to be found in any one or all of these. 

It seems to me that stabilizing prices and maintaining an 
American price level for the principal farm commodities which 
enter the wholesale market is the most important considera- 
tion involved in successful and profitable farm operations. 
Markets, domestic and world wide, are extremely sensitive to 
even narrow margins of over or under production. Stabiliza- 
tion of prices in the domestic markets is most difficult, but all 
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the more necessary, because nature interferes with orderly 
production in agriculture. The human elements involved in 
production of farm products are difficult to control, but pri- 
marily because of the larger number of units in the industry. 

Farmers and others have strongly advocated cooperative 
marketing. Will cooperative marketing stabilize prices in 
the domestic market? Farm people have commonly conceived 
of cooperative marketing for the purpose of obtaining monop- 
olistic control and have believed such control the method neces- 
sary to make their business safe, sure, and profitable. Monop- 
olistic control may be necessary for stabilization. If such be 
the case, the farmers should control the monopoly, but not 
without strict limitations, in the exercise of such power. The 
public views monopolies with so much distrust that it is ex- 
tremely doubtful if a farmer-controlled monopoly will ever 
be tolerated unless the public is assured of protection in a 
manner similar to that provided in public utilities and other 
corporations which seem to perform service best and most 
economically for all concerned, as monopolies. 

Aside from the question of monopolistic control, cooperative 
marketing seems to have other advantages as a stabilizer of 
farm prices. Adjustment of production to market needs and 
demands is greatly aided when reliable information regarding 
both are made available to the producer. Without such infor- 
mation, self determination on the part of the producer is 
unintelligent. The farther the producer follows his product 
to the consuming market, the closer he gets to information 
upon which he can and will rely. 

Cooperative marketing is not necessarily any more efficient 
than marketing by men and institutions who have no direct 
interest in the production problem. However, the producers 
marketing cooperatively have a direct selfish interest in short- 
ening the route and lessening the cost from the producer to 
the consumer. Also the producer, as a middleman, has a 
selfish interest in adjusting his production to market needs, 
and the movement of his products so as to eliminate specula- 
tive profits in so far as possible. 

The necessity for domestic price level which will protect 
American production against world competition and give 
American citizens an American standard of living, is an estab- 
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lished policy of our government. Effective means for apply- 
ing this protective principle for the benefit of agriculture is 
one of the important and immediate problems confronting 
the agricultural industry (Whether or not this can be accom- 
plished by a government export corporation I do not propose 
to discuss). Some means for making the protective principle 
operative in a larger degree than it obtains at the present is 
essential and its consideration must be given an important 
place in the platform of American agriculture. 

The situation today appears to have many points of simi- 
larity to the financial condition prior to the establishment of 
the Federal Reserve system. Many will remember the appre- 
hension, ever present, of periodically recurring panics, prior 
to the establishment of the Federal Reserve system. The 
pendulum swung from one extreme to the other creating wide- 
spread disturbances, highly detrimental, especially to industry 
and commerce. It was not an easy task to convince the bank- 
ing group that the government should extend its paternalistic 
power into the banking business. It was not without mis- 
givings that artificial powers to regulate the swing of the 
pendulum was conceived to be necessary. Whatever lack of 
confidence we may have today in the perfect operation of the 
Federal Reserve system, all concur in the belief that it has 
vastly improved the unsatisfactory condition which brought 
it into being. 

If our goal is to preserve and perpetuate the food-producing 
resources of our agricultural lands, to sustain the investment 
value of our farms, and to insure an intelligent and contented 
rural population, the business operations of the farm must be 
reasonably prosperous. I am not willing to accept nor to 
acquiesce in the theory that industry, labor, and agriculture 
cannot thrive and prosper side by side. If the American 
people do not accept the challenge to establish equality for 
agriculture and prosperity for all its essential groups, they 
have met the first great defeat in our country’s history. 


[Editor’s Note: An interesting supplement to the above statement 
of the platform of organized agriculture is to be found in the follow- 
ing excerpt from the address of Mr. L. J. Taber, Master of the National 
Grange, P. of H., delivered at the annual meeting of that organization 
in Atlantic City, November, 1924: 
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“Our Order from its very inception has always been willing to champion a 
worthy cause. In the seventies and eighties, those uninformed or with selfish 
interests, ridiculed our Order for advocating the elevation of the commissioner 
of agriculture to a place in the President’s cabinet; for demanding rural delivery; 
asking creation of the inter-state commerce commission, and similar legislation. 
History has clearly demonstrated that this legislation was not only for the good 
of agriculture, but of the nation. We venture to predict that in another quarter 
of a century those who today have opposed cooperative marketing, the placing 
of a farmer on the federal reserve board, rural credit, and similar sound legis- 
lation championed by the Grange and organized agriculture, will find these 
accomplishments as unassailable from the standpoint of sound public policy, as 
were rural delivery, parcel post and other accomplishments before mentioned. 

“It is pathetic to see individuals claiming to be friendly to agriculture, who 
ean cheerfully advocate such legislation as the ship subsidy, and at the same 
time criticize bitterly the program to secure better conditions for the farmer. 
Organized agriculture desires no special favors; it asks no relief from the 
federal treasury; it simply desires equality of opportunity and the same gov- 
ernmental assistance accorded to other industries. We should not seek any 
special favors for agriculture, but we should endeavor to eliminate special favors 
or privileges wherever found. 

“It is difficult for some to realize that an organization like ours must have a 
national viewpoint, and measure problems not by the effect upon one section 
or one community, but by the effect upon agriculture as a whole, remembering 
always the greatest good to the greatest number. We must develop a greater 
solidarity of interests, forgetting sectionalism and local jealousies, and thinking 
in terms of all who till the soil under our flag.” 


DISCUSSION BY B. H. HIBBARD 


UNIVERSITY OF WISCONSIN 


Probably we will all agree that some degree of stabilization of agri- 
cultural prices is desirable. As business is done, however, on farms and 
in industry, the greatest measure of influence at work and the greatest 
indication of what is to be expected in the future is at any and all times 
the movement of prices. Should prices be made so stable at any period, 
say during a year, as to prevent the registering of trends in respect to 
sales or production, it is conceivable that readjustment of supply to 
demand might be delayed, and finally come with more violence than 
under present conditions. 

Mr. Fox states that farm people have usually thought of cooperative 
marketing as a means of monopoly control. This may indeed be called 
in question. A certain school of cooperative marketing leaders has been 
preaching, more or less openly, during a few years past, the feasibility 
and desirability of the development of farmer monopolies. The unin- 
formed public has showed some evidence of alarm over the prospects 
of powerful agricultural monopolies holding the consumer up for un- 
conscionable prices. There have been organized a few companies having 
the outward appearance of monopoly power. Furthermore, there have 
been a few cases of prices charged that would appear to suggest some 
measure of control over price, but in all cases the supposed control 
has proved feeble and transient. Before we take the trouble to legislate 
drastically against farmer monopolies, it will be wise and safe to keep 
them under observation until more threatening symptoms develop. 

There is a phase of stabilization with which the cooperative company 
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can successfully deal. This is the variation in price which takes place 
from hour to hour and from day to day. By pooling shipments for 
shorter or longer periods, the hazard of the frequent ups and downs 
may be avoided. 

The next most interesting feature of Mr. Fox’s paper is the state- 
ment that American citizens must have protection against world com- 
petition. So long as this protection applies to a part only of the national 
output of goods, its workings may be easily understood. That industry 
has prospered through tariffs is beyond all dispute. Agriculture has 
in large measure paid the cost of the protection. Now it is proposed 
to devise some means whereby agriculture may similarly be put on a 
protected basis. This will require something in the way of a private 
or government corporation, capable of buying up and handling any 
and every surplus, keeping it out of the home market. One fallacy 
involved in the:e schemes, not sufficiently noticed, is the assumption 
that all-round pr »tection, resulting in higher prices, would mean real 
prosperity. Cxan America become, to her advantage, a little economic 
world in herself? Another way to attack the problem would be to 
weigh the advantage to the whole country of some of our high tariffs 
and see whether or not there might be some merit in a downward revi- 
sion, in the interest of the farmer, especially regarding goods purchased 
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TWO URBAN VIEWS OF AGRICULTURE 


A third paper was scheduled for the opening program of 
the Fifteenth Annual Meeting of the American Farm Eco- 
nomic Association under the heading, “A Business Man’s 
View of Agriculture.” Unfortunately, the speaker was obliged 
to withdraw shortly before the time of the meeting, too late 
to secure a substitute. Of course, business men and non-agri- 
cultural writers and speakers do not all of them take the same 
view of our agricultural problem, nor would all of them sub- 
scribe to the same sort of an agricultural policy. It may be 
worth while, however, to present below two quotations which 
seem to represent almost the extremes of urban opinion on 
the matter. The first of these excerpts appeared editorially 
in a New York weekly precisely at the time of the recent meet- 
ing of our association. The other was put out somewhat 
earlier in another New York publication, a business fore- 
casting service widely read by bankers, merchants, and manu- 
facturers.—E. G. N. 


Our American farmers of today are just as definitely dependent on 
the market as any other business men. Whether they prosper or go 
bankrupt depends on the prices they get and the cost of the things they 
buy. The unruly plunges upward or downward of prices affect them 
as farmers in earlier times and the peasants of present-day Europe 
were not affected. 


Other producers have found the fluctuations of uncontrolled prices too 
ghastly a care to be tolerated. They have proceeded even in spite of 
the law when the law appeared to be against them, to establish a fair 
degree of price stability. Thus while wheat has been behaving, through 
the last year, like a kite in a March wind, steel billets have been quoted 
at forty dollars, day by day, week by week, monotonously. We might 
as well call them legal tender and be done with them. Copper and 
tin and lead, materials very sensitive to economic fluctuations, have 
varied in price from 10 to 20 per cent. Among finished manufactures 
few have shown so wide a range of prices. 


All business is something of a gamble, but farming is the biggest 
gamble of all. Does anyone imagine that this is a desirable condition? 
Is it for the public good that the farmer should sow his crops next spring 
in hope, and as like as not harvest them in despair? Is it to be expected 
that we shall long maintain a healthy balance between agriculture and 
industry when the one presents no predictable relation between effort 
and reward while the other presents a high degree of security? 
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We need to get over our comfortable delusion that the farmer is well 
enough off, because good years balance bad, high prices balance low, 
in the long run. The farmer, like everyone else, is dominated in his 
feelings and action by the facts of the day, not by the probabilities of 
the long run. Insecurity is his bane, under the conditions of contem- 
porary living. The high prices now prevailing are no solution of his 
problem. They are merely one aspect of it, of which the other aspect 
is the slump in prices that may at any time supervene. 


A reasonable degree of stability in agricultural prices is essential to 
our national economic health. How that stability may be attained is a 
hard question to answer. That it is not unanswerable appears clearly 
from the fact that the forces of supply to be controlled are relatively 
small, in comparison with their effects. It would not be an operation 
of overwhelming magnitude for the governments of the wheat consum- 
ing countries to impound two or three per cent of the supply in years 
of large harvests and release it in years made relatively barren by 
drought or flood. Equally costly undertakings of far less public im- 
portance are put through by the governments without flinching. 


We ought to get over the notion that all that is required is to “do 
something for the farmer.” The seasoned farmer will manage to rock 
along, and his sons will manage to find places for themselves in the 
city. What we ought to set about is doing something for the nation, 
by insuring the conditions of a healthy and permanent agriculture. For 
those who see the preblem in this light, the farmers’ cries of distress or 
murmurs of contentment are alike irrelevant. These vary with the 


season, but the national problem is always with us.—The New Republic, 
December 31, 1924, p. 135. 


Most people know that farm prices are below “normal.” Most people 
know the great amount of energy that is being expended, both by poli- 
ticians and others, to bring farm prices back to “normal.” Most people 
know that “real prosperity” cannot abide with us until farm prices are 


again “normal.” So most people know—or at least, so most people 
think they know. 


As a matter of fact, it is equally easy to demonstrate that farm prices 
are today above the level for general commodity prices. They have been 
above the level of general commodity prices for almost two years. With 
the exception of a very brief period during 1920-21, they have been 
above general prices almost continuously since 1890. 

The monotonous talk of the “depression of farm prices relative to 
general prices” is a myth, and a myth that decidedly needs exploding 
by business men who wish to think straight at the present time. It is 
a myth which has furthered the ends of certain political leaders, but 


at the same time a myth that must have caused the plans of many 
business men to have gone astray. 
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Taken on its face, this statement may appear radical beyond the 
limits of any possible basis or proof. But as a Simple fact, it is a state- 
ment as easy to prove as to make. In the first place, there was nothing 
whatsoever normal, so far as the agricultural situation was concerned, 
about 1913, which is so generally accepted, nowadays, as normal. That 
year was one of generally short crops and of generally high prices for 
farm products. 


Statistics that are available to everyone supply the indisputable evi- 
dence. The 1913 wheat crop was 128 million bushels short of the 
1914 wheat crop. The 1913 corn crop was 205 million bushels short of 
the 1914 corn crop. The 1913 cotton crop was almost 2 million bales 
short of the 1914 cotton crop. The first fallacy in the great “farm 
depression” myth, then, lies in taking an agricultural year that is abnor- 
mal, assuming it to be normal, and attempting to appraise the righteous- 
ness or iniquity of all future price relationships by these abnormal 
standards. * * #* 

Let us take the year 1900, which was notably a year of good business 
throughout the country, and especially a good year for agricultural 
profits. The Republican party that year went before the people partially 
on the basis of farmer prosperity, as their campaign handbook for that 
year shows. [Computed on this base,] farm prices rule above general 
prices practically continuously, and are above general prices today. 


It is difficult to ignore the significance of these plain facts and, having 
such obvious facts in our possession, it is hard to retain sublime confi- 
dence in the great “farm depression” myth. Figures can be twisted into 
strange kinks and knots; the mute acceptance of 1913 as a year of 
“normal” relationships between general prices and farm products prices 
has probably been responsible for the spread of as much economic mis- 
information as any other iniquitous myth of recent years. 


If the above cited data are not sufficiently convincing, other data 
verifying the conclusions that have been reached can be summoned. If 
it is true that production of agricultural goods per farmer has been 
steadily increasing during recent years, it must be true that purchasing 
power per farmer—the general well-being and prosperity of each indi- 
vidual farmer—has been nese’ increasing. What are the facts in 
this respect? 


The United States Census places the number of “persons engaged in 
agricultural pursuits” at 10,248,000 in 1900, and at 10,661,000 in 1920. 
That is to say, agricultural population at the close of this 20-year period 
was practically the same as at the beginning. The Census also oupplles 
the figures from which the following table is compiled: 
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PRODUCTION OF PRINCIPAL FARM PRODUCTS PER 
FARM WORKER 


1900 1920 
205.4 bushels 301.0 bushels 
-976 bales 1.247 bales 
16.0 pounds 135.3 pounds 
4.28 head 6.29 head 
1.33 head 1.86 head 
4.08 head 3.66 head 
3.62 head 5.29 head 


With the single exception of sheep, every product listed shows an 
almost amazing increase in 1920 as compared with 1900, while the num- 
ber of farmers remained almost constant. In this respect, 1923 will 
probably report practically the same conditions as 1920—with the excep- 
tion that the number of workers on the farm this year doubtless will 
run measurably below the number in 1920, when agricultural products 
prices were at their extreme peak. 

Doubtless it is true that many farmers are not today operating at 
a profit. Doubtless it is also true that many cotton goods producers, 
many shipping concerns, many soft coal mines, many woolen mills, 
many tanneries, etc., are not operating at a profit. In every industry, 
at every phase of the business cycle save at the peak, there are always 
a number of marginal producers who can barely creep in under the 
price line. 

But at the same time, there probably are more farmers of all kinds 
who are making good profits than there are farmers who are losing 
money. The farmers who bought price inflated land in 1919-20, and 
who are striving to earn a profit on that type of investment, are the 
ones who are crying most loudly about prices that are below the cost 
of production. Manufacturing industry has long since taken the losses 
that the speculative mistakes of 1919-20 imposed; the speculative situ- 
ation in farm land is also slowly being its own correction. 

Those who are attempting to discount the present period of com- 
fortable, and widely diffused prosperity on the basis that “farm prices 
are far out of line with general prices,” would better begin to search 
for some other basis of argument. It is true that the relationship be- 
tween farm prices and general prices which obtained in the abnormal 
year 1913 has not been restored. It is equally true that, measured on 
any logical “normal basis,” farm prices are better than “before the 
war,” and that production per farmer is greater. The efficient farmers, 
and the farmers who are not trying to pay dividends on fictitious price 
inflated land values are making money, and are relatively prosperous. 
Business men will do themselves a service, and will contribute some- 
thing definite to business psychology, by refusing to help perpetuate 


the great “farm depression” myth.—Standard Daily Trade Service, 
October 24, 1923.* 


2 Reprinted by permission of Standard Statistics Company, Inc., of New York. 
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FARMERS’ INCOMES AND STANDARDS OF 
LIVING" 


I. FROM AN ECONOMIC VIEWPOINT 


M. L. WILSON 
BUREAU OF AGRICULTURAL ECONOMICS, U. S. DEPARTMENT OF 
AGRICULTURE. 


A full discussion of farm incomes would encompass nearly 
the whole field of economics in general and farm economics 
in particular, ranging from such problems as immigration 
and foreign competition on the one hand to theories of value 
and distribution on the other. I take it, therefore, that this 
luncheon discussion is arranged with a view to a brief and 
perhaps disconnected discussion of those phases and objec- 
tives of the problem with which the two groups have a feeling 
of close relationship. 

Farm economists have studied farm income principally 
from two points of view, namely: the incomes of individual 
farms, which have been used as measures of farm efficiency, 
and the annual income of farmers as a class, as an index 
of their share of the national dividend. Lying back of much 
research work in farm economics, and to a degree a basic 
postulate, is the assumption that if the farmer’s income, either 
individually or as a class, be increased, his economic welfare 
or standard of living would advance proportionately. As 
economists we have naturally confined our interests largely 
to the problems of the productive process and to a large 
degree we have stopped with the income side of the equation, 
trusting that the farm family consumption side either would 
take care of itself, or perhaps that it would be considered 
largely a matter in the fields of rural sociology and home 
economics. However, farm incomes and the standards of 
living of farm families are so intimately related that they 
are certainly worthy of joint consideration by economists 
and sociologists. Out of this discussion, it is hoped, will 
come a better understanding as to division of labor and 


1This paper was read at a joint luncheon of the Rural Section of the American 
Sociological Society and the American Farm Economic Association, Chicago, 
December 29, 1924. 
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methods which will be helpful in coordinating future study 
and programs of action. 

Farm management research has largely had as its principal 
objective the determination of efficient farm organization. 
Some measure of economic income has been used as a basis 
for evaluating the relative efficiency of farms and for con- 
sidering the effects of the different enterprises and practices 
on the farm as a whole. In farm business analysis careful 
study has been made of those farm expenditures which went 
back into the farm business. But in these studies relatively 
little has been done to ascertain how the net income was 
expended. These and other economic studies develop many 
facts regarding the variations in farm income in the different 
geographic farming areas of the country. Many of these 
variations are without doubt inherent in the farm organiza- 
tions of a given region. In other words, we expect a decided 
difference in the income available for living purposes from 
an Iowa corn farm capitalized at $40,000 than from a $5,000 
New Hampshire dairy farm. Are there likewise variations in 
the standard of living which parallel the incomes? If a high 
standard of farm life is our ultimate objective, as will be 
developed presently, is there not a place for closer coordination 
between those specialists who are studying the economics of 
farm production and those who are studying farm life and 
home economics? 

In this connection, may I add parenthetically that farm 
management studies have advanced to the point where we 
generalize about the income and its relationship to the efficient 
organization of the farm business. Farms are not static 
things; they are dynamic and continually reacting to the 
multitude of biologic and economic forces about them. As a 
result of such studies within a given region, programs of 
action are developed for seeking better incomes. These pro- 
grams include objective standards of farm practice and or- 
ganization and current economic outlook information supplied 
by the colleges and the U. S. Department of Agriculture to 
the farmers, which it is hoped will enable them, on the basis 
of facts, to make wise decisions or, in other words, to so 
budget their time and their resources in the farm business 
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that at the end of the year they will have the largest net 
returns. Likewise, the farm management extension work 
which is carried on cooperatively with most of the county 
agents in the United States teaches farmers how to look into 
the business operation of the farm as a whole, how to use 
standards of accomplishment that are attained by good farm- 
ers, and the meaning, in terms of the pocketbook, of the 
economic situation, price curves, etc. Such work has not 
only helped the farmer; it has also aided in educating the 
general public. But, as above pointed out, it stops with the 
farm income. Is it feasible and desirable that there should 
be associated with these objective standards of farm man- 
agement and practice, within a given area and type of farm- 
ing, objective standards of living and farm consumption? 
I am of the opinion that such are highly desirable and, if 
agreeable to the sociologists, our work may = easily coor- 
dinated to such a program. 

Labor leaders and city social workers have said much re- 
garding a minimum wage necessary to maintain a decent 
standard of living for a family in the industrial city. During 
the past twenty years the American Federation of Labor 
has used this as its battle cry, either for increases in wages 
or, later, in the resistance to decreases in the face of falling 
prices. They have succeeded in so educating their group 
that they take a militant attitude to the effect that they will 
not work at wages which lower their living conditions. On 
the other hand, the general public usually assents to the 
appeal of the underpaid if impartial agencies supply facts 
to substantiate their pleas. Arbitration boards with public 
representation in wage disputes carry out this principle. 

To what extent. is it possible to approach farm income 
from the same angle? Can the sociologists set up a budget 
for a minimum standard of living for a given area and ask 
the farm economists if farms can be so organized that such 
standards can prevail? This is almost the same as saying 
that the desired standard of living should determine the use 
of the land. Statistical and accounting factors do not always 
answer the question. If regions which will not support a 
satisfactory standard of living are found, should not the 
public know about it and the cause be definitely ascertained? 
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Are we not justified in placing greater emphasis on the 
co-relation between the low returns for labor, especially for 
family labor, and the standard of living which our studies 
show prevail in some areas? If farmers took the attitude that 
they would not produce under such low wages, especially 
for family labor, would not production thereby be decreased 
and a higher price result for a smaller product more nearly 
balanced with market needs, thus resulting in higher stand- 
ards of living? Criticism is often made of such statements 
on the basis of their being too theoretical, but as we progress 
in the study of supply and demand curves of specific com- 
modities, such criticism becomes invalid. Such results would 
not appear unless farmers took a highly enlightened attitude, 
actuated by a militant desire for a higher standard of family 
life. 

During the past few years the farmer’s share of the na- 
tional dividend has attracted wide attention. It has been 
studied by two agencies. The Bureau of Economic Research 
has generalized in the study of the income of the different 
classes of society, paying but little attention to expenditures 
by classes, and the Bureau of Agricultural Economics of the 
United States Department of Agriculture has developed 
statistical methods for estimating the annual income from all 
farms and from farms grouped according to geographic area. 
According to King, of the National Bureau of Economic Re- 
search, in 1909 one-third of those gainfully employed were in 
agriculture, and in their business was invested about one- 
fourth of the nation’s capital, yet the income amounted to 
only 18 per cent of the nation’s total. In this case income 
includes net cash receipts and supplies furnished by the farm, 
but not house rent. The Bureau of Agricultural Economics 
reports the average net income per farm family in 1923 at 
$758. In this estimate is included supplies furnished by the 
farm, but not house rent. 

Such statements carry the inference that farmers’ incomes 
lag behind city incomes, or that incomes are not rising as 
fast in the country as in the city. Direct comparisons of 
country and city, both on the basis of incomes and living 
standards, are extremely complicated, yet without doubt they 
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are subject to quantitative study. No doubt there is much 
high sounding rhetoric being used by both city and country 
advocates which will disappear when consumption studies 
are joined to the income type of studies above mentioned. 
To what extent do farmers, as a class, benefit from higher 
incomes, as we have more or less assumed? This is the crux 
of the whole matter under discussion. Doctor Taylor answers 
this question by saying that it all depends on how the income 
is used. As a matter of fact, there are only three possible 
ways it can be used. (1) Increased income can be put back 
into the farm business, into better instruments and methods 
of production, and more efficient marketing. But if in so 
doing the farmer, in his reaction to price stimulus, increases 
the supply in relation to demand—thus reducing the price to 
the consumer—the entire benefits will pass over to the con- 
sumer and at the end of the cycle the farmer will find himself 
as bad off as when he started. (2) It can be used in a com- 
petitive scramble for land, thus bidding up the price and 
capitalizing future land income to such a point that those 
farmers who purchase land under such conditions, in order 
to keep going, must reduce their standard of living to a 
low level. (3) It can be used to maintain higher standards of 
living. “It is,” Doctor Taylor says, “to the establishment of 
higher standards of living on which the rural population will 
insist if they are to continue to produce agricultural products 
for the market, that we must look for the real foundation 
of any movement looking toward a permanently larger share 
in the national income for farmers.” Of course, it is not 
argued that all the income should go into living, but there is 
a balancing of proportions which is not to be violated. 
Most of the work that has been done by the farm economists 
has been in the field of production and, as Doctor Galpin 
points out, the field of the economics of consumption is as 
yet largely unexplored. If a high and rising standard of 
living is a central objective, then the economics of consump- 
tion become of great importance. Through developments in 
this phase of economics, low incomes may be made to go 
further in supplying the good things of life, and through 
rationalized consumption greater values may be secured from 
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present incomes as well as incomes yet to come. Members 
of the present group of farm economists have, of necessity, 
become specialists in their respective fields. I suspect, there- 
fore, that the economics of consumption will be developed 
by a new group of specialists, perhaps being recruited from 
the ranks of the sociologists, home economists, and farm econ- 
omists. At any rate those of us who are engaged in production 
studies should welcome studies in this new field and lend 
such helpful assistance and cooperation as may be ours to give. 

In conclusion, I wish again to stress the idea of a high 
standard of living as a goal toward the accomplishment of 
which our united energies should tend. We should never lose 
sight of the fact that the portion of their income which 
farmers place in better living can be held, as compared to 
the losses which inevitably will result if a disproportionate 
share of the income goes into either land capitalization or 
increased production. Greater coordination in our studies 
of source and use of income is highly to be desired, and with- 
out doubt such unified action will enrich the results of both 
economic and country life investigations. 


II. FROM A SOCIOLOGICAL VIEWPOINT! 


DWIGHT SANDERSON 
CORNELL UNIVERSITY 


In considering the relation of farmers’ incomes to the 
standard of living the sociologist is more concerned with 
the standard of living. Income depends more largely on 
economic factors. I shall attempt to show, however, that 
the relation is one in which there is a constant interplay of 
the sociologic and economic factors, which are inseparable 
in actual life. 

First then, let us consider the standard of living. In 
the United States the concept “standard of living’ has 
arisen in industry and commerce in the adjustment of wage 
standards. In this country with a new and mobile popula- 


1This paper was presented at a joint luncheon of the Rural Section of the 


American Sociological Society and the Farm Economic Association, Chicago, 
Dec. 29, 1924. 
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tion, and with the farmer’s living varying with his efforts 
and industry, there has been little possibility of its becoming 
standardized, and only recently has the standard of living 
of the farmer challenged attention. As applied to agri- 
culture the concept is relatively new. 

The acute agricultural depression since the war has made 
the farmer’s standard of living a major issue in our na- 
tional policy, but it has merely brought to a crisis several 
conditions which have increasingly affected the farmer’s 
status during the past generation. The commercialization 
of agriculture and the increasing dependence of the farmer 
on purchased goods, the growing preponderance of urban 
population, and the larger contact of farmers with city 
life through better means of communication, have gradually 
changed the standards of living of farmers to an extent 
that has not been appreciated until threatened by decreased 
purchasing power. The problem of standard of living is 
not so acute with the Appalachian highlander as with the 
Corn Belt farmer, because the former is still more self- 
dependent and has fewer wants. The increase of tenancy 
and the immigration of foreigners who are satisfied with 
their customary standards of living considerably lower than 
that of older Americans, have also raised the question as 
to whether our present economic system may not sooner or 
later result in an American peasantry. Invention and edu- 
cation inevitably create the desire for a constantly rising 
standard of living, and the fundamental issue now before 
American agriculture is whether farmers shall have oppor- 
tunity for an enlarging and satisfying life or whether they 
shall accept an inferior status as food-producers for a domi- 
nant urban economy. 

What then do we mean and what is the significance of 
this term standard of living? Our chief difficulty lies in 
limiting the term to what is measurable and objective. 
There is a constant tendency to confuse “standards of 
living” with “values of life.” The dirty, disorderly home 
is held as evidence of a low standard of living, but how 
are we to say just what is dirt or disorder, and how may 
we define a standard? So too the abuse or improper care 
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of children may be considered as indicative of a low stand- 
ard of living, but this may be as real in the palace as in 
the hovel. Life as a whole cannot be standardized, and 
because our fundamental interest is in human life and 
not merely in certain of its environmental conditions, we 
have the constant temptation to try and create a hypotheti- 
cal “standard of life,’’ a standard of culture or a standard 
of human behavior. The necessary limitation of the term 
has been well described by Dr. E. T. Devine, who says 
“The standard of life includes only those things which can 
be standardized.” ‘‘The standard of living,” he states, “is 
made up of those things which many men in common hold 
to be clearly essential to them. On all sides of it there 
may be luxuries, pleasures greatly to be desired, morally 
better things, economically more valuable things, aestheti- 
cally more beautiful things, than those which make up 
the prevailing standard. * * * The standard of living 
embraces all those things which we want, and want enough 
to secure them; which have a vital importance for us; 
for which we are willing to make sacrifices. It includes 
those things which from our point of view belong in the 
daily routine of our lives. If deprived of anything which 
is really in our standard we will at once set in motion 
forces which will tend to bring it back. We will work 
longer hours or more intensely.’ In short the standard of 
living consists of those economic goods which have become 
habitual and which we deem necessary to conform to the 
social standards of the groups which we belong. 

This is not to dispute the old adage that “The life is 
greater than the living,” but to emphasize that the living 
is only that part of the life which is capable of measure- 
ment in economic terms. Other phases of life are im- 
portant to the sociologist who is seeking to understand 
human association as a whole, but they require different 
techniques for their study and ave measured by other stand- 
ards of value. The sociologist is no less interested in stand- 
ards of conduct, but these must be approached through 
social psychology and ethics. 


7E. T. Devine. Social Work. p. 56. 
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Let us recognize then that the standard of living is 
primarily an economic term, a term which has the largest 
sociological significance, but one which must be confined to 
those conditions of life measurable as economic “goods,” 
which are a part of the general field of “economic 
welfare.’”® 

This does not mean, however, that the standard of living 
consists only of those things which are purchasable with 
money as the term is commonly used in the study of 
family budgets. As the control of living conditions in 
the city is largely a matter of purchasing ability, the stand- 
ard of living has come to be nearly synonymous with the 
family budget. The farmer, on the other hand, is able 
to control many of his living conditions through the use 
of his time, whether in labor or leisure, the value of which 
it would be difficult to measure exactly in terms of money. 
Hours of labor will for many purposes be better than a 
monetary standard of farm living. Thus the number of 
hours worked per day by men, women, and children, and 
obversely the time spent for leisure activities, is a funda- 
mental measure of the standard of living of the farm family, 
and does not depend merely upon any possible equiva- 
lent hourly wage. How the leisure time is used is not 
a matter for consideration, but whether there is a certain 
amount of leisure or only constant work is a phase of the 
standard of living. So also the low value placed on human 
labor is a phase of the standard of living which can be 
measured in work hours better than in money. Thus the 
significance of whether the farm home has water in the 
kitchen or whether the wife has to carry it two hundred 
yards, is not in the cost of the pump or the money ex- 
pended for it, but in the low valuation placed upon the 
time and strength of the wife. It is not that the family 
cannot afford the pump, but that the local standard of 
living is such that carrying water is customary and other 
things are desired more than the pump. Whether the 
children are sent to school or worked on the farm, or 

*cf. Pigou, Economic Welfare, p. 11—‘That part of social welfare that can 


be brought directly or indirectly into relation with the measuring-rod of money, 
this part of welfare may be called economic welfare.” 
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whether the boys are allowed a half-holiday on Saturday 
afternoon, are important phases of the standard of living, 
measurable in terms of labor hours, but their significance 
is not revealed merely in terms of money. The products 
of the kitchen garden may not equal in value the cost of 
canned goods purchased at the store by another family, 
- but the fact that the family with the garden valued fresh 
vegetables sufficiently to spend its labor on it, may evi- 
dence a distinctly higher standard of living. Whether 
there is provision for the future or whether life is “from 
hand to mouth,” whether the wood-pile is high or a fence 
picket is used for kindling, whether vegetables are canned 
or stored, the whole use of time against future need is a 
measurable factor in the standard of living. 

Thus we see that on the farm not only goods consumed, 
but whether or not goods are produced and the value placed 
on labor in their production, are important elements of 
any adequate measure of the standard of living. The farm- 
er’s standard of living includes those goods which are 
commonly regarded as essential whether purchased by 
money or secured by the use of time. 

The significance of the standard of living differs when 
considered as a datum of economics or sociology. From a 
strictly economic standpoint its quantitative aspect is fore- 
most. A high standard of living is one in which there is 
the largest consumption of economic goods, and a low 
standard is that in which the living is most nearly self- 
sufficient. The volume and monetary value of the goods 
consumed, and all that is therein implied, is the principal 
measure of the standard of living from the economic stand- 
point. Although the sociologist recognizes this economic 
aspect, he is more concerned with the kind and quality of 
the goods which are included in the standard of living. 
He is much more concerned with whether education and 
health facilities are considered an essential part of the 
standard of living, than whether there is a high total ex- 
penditure for what Veblen calls “‘conspicuous consump- 
tion.”” Inasmuch as the relative proportion of expenditures 
of time or money indicate the social values placed by the 
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groups concerned upon the different kinds of goods in- 
cluded in the standard of living, the proportion of expendi- 
tures for different purposes, and the order in which differ- 
ent goods have been incorporated into the standard of 
living, are important sociological indices and contribute 
to an understanding of the social process. From the 
sociological viewpoint whether a standard of living is high 
or low is measurable by the extent to which it gives the best 
conditions for the highest development of human life. 
With this general concept of the standard of living let us 
now briefly consider its relation to rural income. This prob- 
lem must be approached both from the standpoint of the 
income of the agricultural class, or agricultural income, and 
that of the individual farm family, or farm family income, 
for the two are interdependent. The significance of the agri- 
cultural income with regard to the standard of living, as com- 
pared with the income and standard of living of other classes, 
is most clearly brought out in a consideration of what in- 
stitutions farmers deem essential and are able to support, 
in contrast to those which form part of the standard of living 
of city people. The question “Can the farm family afford 
modern institutions?” has been ably and suggestively dis- 
cussed in a recent book by C. J. Galpin.t He shows that 
farmers have not made use of bonds as a means of financing 
their institutions and that the problem of establishing rural 
institutions is to secure a unit of sufficient size to support the 
desired institutions on an efficient basis. We must recognize, 
however, that the concentration of population and wealth in 
towns and cities makes possible the creation of institutions be- 
cause there is a very definite community of interest within an 
area capable of their support, whereas isolated and scat- 
tered farms preclude the formation of community standards 
in the country until association and communication have 
brought about an appreciation that only through community 
action can individual desires be satisfied. Furthermore 
many rural communities are too poor, and as far as we 
can see always will be, to support the desirable institutions 


*C. J. Galpin. Rural Social Problems. Chap. X, p. 131. 
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within accessible distances. This whole question of the re 
lation of agricultural income to necessary rural institu- 
tions raises one of the largest questions of public policy 
with relation to the general welfare. 

There is a general assumption that national prosperity 
will result in a general high standard of living. Is there 
any historical evidence that the prosperity of nations has 
in the past resulted in high standards for their farmers? 
On the contrary, has not prosperity usually meant the con- 
centration of wealth in cities, the decay of agriculture, 
and the final subjugation of the cities by invasion? If 
American agriculture is to escape the same fate, there will 
have to be some very fundamental changes in our economic 
system. 

In this connection it may be worth while to consider to 
what extent the economic status of agriculture may be due 
to the fact that it has failed to adopt a minimum standard 
of living while it is increasingly in competition with in- 
dustries whose prices are largely controlled by wages defi- 
nitely based on the maintenance of living standards. Agri- 
culture has recently become aware that the cost of the 
goods which it buys is largely determined by union wage 
scales for which it has blamed the unions. Will it not be 
compelled to recognize the essential justice of the wage 
scale and of minimum wage legislation based on a standard 
of living and that, with an increasing majority of the popu- 
lation employed in industries and business with highly cen- 
tralized control, this principle will not be forsaken by the 
increasing majority of people employed in industry, but 
that agriculture must find ways and means of controlling 
its own standard of living? I am well aware that this raises 
very fundamental questions and that any idea of assuring 
a minimum income to the farmer will be regarded by many 
as chimerical. However that may be, we may as well face 
the issue. To my mind one of the greatest handicaps of 
agriculture in relation to other industries is the large pro- 
portion of what may be termed marginal farms, using 
“marginal” as descriptive of farms which are unable to 
furnish the family a reasonable standard of living. 


| 
| 


Farmers’ Incomes and Standards of Living. 47 


Easy access to the land and the right of every man to 
attempt to make a living from the land is one of the most 
firmly-rooted human rights, the age-long cause of wars 
and revolutions. Yet under modern conditions with an 
increasing “metropolitan economy,’ this freedom for any- 
one to enter agriculture places it in a difficult position with 
regard to the maintenance of a standard of living. Farmers 
are rapidly coming to see the necessity of the use of col- 
lective bargaining in the marketing of their products. So 
far, so good, but how can the most efficient marketing 
system secure farmers a satisfactory income if there be 
overproduction, and will not efficient marketing and good 
prices even encourage overproduction, more particularly 
on the part of the “marginal” farmer? Must we not, there- 
fore, acknowledge the importance of some means for main- 
taining a minimum farm income, the amount of which will 
be determined by the principle of the standard of living? 

If this general principle be recognized, whatever our 
theory of the ultimate solution of the problem may be, is 
it not incumbent upon all those concerned with the eco- 
nomics of agriculture to seek to establish what are essential 
elements of minimum standards of living for farm families 
with relation to regional conditions, and to secure gradually 
such a conviction among farmers of the justice and neces- 
sity of these standards that they will be incited to work out 
ways and means for their maintenance? 

When we consider the relation of the farm family income 
to the standard of living we get to the crux of the question 
before us. The ordinary view is that if we could but in- 
crease the farmer’s income, his standard of living would 
automatically rise. From a purely monetary aspect, this 
is doubtless true, for he will usually spend most of what 
he receives. Furthermore it is doubtless true that in a 
majority of cases increased income does result in a 
better standard of living. The real question, however, is 
whether increased income produces the higher standard 
of living or whether it is not merely a condition which makes 
possible the attainment of a higher standard, a standard 
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previously recognized as desirable and which itself forms 
the stimulus for increasing the income. “That standards 
were not, in the long run, determined by wages or other 
incomes, but that on the contrary standards were them- 
selves the dynamic factor in influencing incomes—is the 
startling paradox to which all serious study of the subject 
leads,’’* is the conclusion of Dr. Devine, who is one of our 
best students of the subject in the field of wage industry. 
In the field of agriculture this matter has not been studied 
sufficiently to give us conclusive data, but evidence is fast 
accumulating that the same relation exists. The automobile 
has become part of the standard of living of farmers in 
many sections. Was its general adoption due to increased 
income or was it not purchased whether the farmer could 
afford it or not and has it not become a powerful stimulus 
for an increased income? The present agricultural depres- 
sion has been felt more keenly than ever before, not be- 
cause the mass of farmers have actually suffered as much 
for food and clothing as in previous periods of over-pro- 
duction, but because the farm family has so many new 
wants. 

Periods of depression bring into relief those goods which 
have become essential to the standard of living and reveal 
those goods which are unattainable without increased income. 
The relation between the two factors is one of what the psy- 
chologists call “circular response.”? New goods are not de- 
sired until their values are experienced, and there is some 
degree of social approval. The perception of new values 
depends upon the past experience, and their appreciation can- 
not be injected as abstract ideas. 

This fact that the desired standard of living is conditioned 
by past experience, reveals the means for a better understand- 
ing of its relation to income. Is it not true that if the farmer’s 
attention is habitually centered upon increased income, when 
he does secure the better income, his chief desire tends to 
be to acquire those goods which will make possible an easier 
maintenance or further increase of the income, whether by 


™For a most stimulating discussion of this process see M. P. Follett. Creative 
Experience. Chapters III and IV. 
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more land, better tools, better stock, or soil improvement? 
May not, therefore, an overemphasis upon increased income, 
however desirable it may be, result in a mere economic process, 
a mere accretion of producers’ goods, with a relatively small 
product of increased human values? The same process is 
seen in all lines of business, and is not peculiar to farming. 
On the other hand, were farmers to give equal attention to 
increasing the satisfactions obtainable from the existing in- 
come through its better expenditure, might they not have 
many goods not now enjoyed, and would these not increase 
desires for other goods? The art of consumption is not less 
important than that of acquisition, if we are to secure those 
values which are distinctive of human life and which experi- 
ence has shown to be most satisfying. There is more possi- 
bility of raising the standard of living through the better 
expenditure of the old dollar than in the acquisition of another 
dollar. 

The outstanding perception of the best thinkers of our day 
is that Western Civilization has become the victim of its own 
materialism. As one trenchant writer has recently put it, 
“Things are in the saddle.”* Mr. Strauss argues that our 
whole philosophy of life is being subtly changed by the fact 
that the maintenance of our industrial system requires an 
increasing consumption, and that life is dominated by the 
fact that people must be forced to use what the machine turns 
out. The farmer is in no way immune to the seduction of 
more things as the chief object of desire. 

On the other hand it is apparent that even with the most 
favorable conditions the material things purchasable by a 
better farm income will not form the chief advantages of 
farm life. There are potential values in the mode of life 
and surroundings of the farm which when realized more than 
compensate for the lack of some of the advantages of city life. 

Is it not, therefore, of the highest importance that in con- 
sidering our national agricultural policy we should give due 
attention to means whereby farm people may be encouraged 
to secure larger satisfactions from the better expenditure of 
~ 8 Samuel Strauss. Things Are in the Saddle. Atlantic Monthly. Nov. 1924. 
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their present income? Is not consumption as important a 
phase of economics as production or distribution? This means 
that the standard of living must be studied not merely from 
the economic aspect of the amount of goods consumed, but 
must receive equal study from the standpoint of how larger 
human values may be secured from the present expenditures 
and how better “goods” may be introduced into the standard 
of living—‘“‘goods”’ which will not necessarily involve increased 
expenditures. 

Any agricultural policy which fails to give due recognition 
to the necessity of devoting thoroughgoing scientific research 
to the processes of consumption, and of teaching how to attain 
better standards of living to both young and old through the 
most practical means made available by psychological and 
sociological research, may secure a better farm income for 
the present, but it will not produce a better farm life. The 
largest amount of scientific research in this field is now being 
done by advertising and sales managers, whose sole object is 
to sell the farmer more things. If such research pays private 
business, similar returns could doubtless be secured if the 
same ability and effort were devoted to the improvement of 
the standard of living upon an objective basis of human wel- 
fare. The farmer is coming to see the need of scientific re- 
search for solving his economic problems, but he does not see 
the losses sustained in faulty consumption. Only govern- 
mental institutions or private foundations can support this 
field of research and education, so essential to the permanent 
success of American agriculture. Small beginnings have been 
made, and have already produced important results. The 
very fact that we are now considering this problem, evidences 
the increased appreciation of its importance. But it demands 
much larger recognition, both in social theory and public 
policy. 

We have learned much from the Danes with regard to co- 
operative marketing. We could learn more from them with 
regard to our topic, for they seem to have made steadier prog- 
ress in converting income into a high standard of living than 
any other people, and the best students of their progress seem 
to agree that this has been due not merely to better agricul- 
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tural technique and methods of marketing, but to education, 
artistic appreciation, civic ideals, and a religious conviction 
of the values of country life, the one making possible and 
stimulating the other. 

Dr. Devine, previously quoted, has repeatedly stated that 
the most distinguishing characteristic or contribution of 
American social work is the emphasis which it has placed 
upon maintaining the standard of living of the family. The 
largest contribution which American agriculture has made to 
human progress is in a standard of living for the farm family 
such as has never been realized elsewhere. The final test of 
America’s experiment in democracy, will be whether it so 
adjusts economic and national policies that a standard of liv- 
ing may be maintained on her farms which will be on a par 
with that of those engaged in other industries and commerce. 
This demands a relatively better farm income, but it also 


involves the creation of larger social values in the standard 
of living. 
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FUNDAMENTAL BASIS OF A STATE AGRICUL- 
TURAL PROGRAM!’ 


G. W. FORSTER 
NORTH CAROLINA STATE COLLEGE. 


It is not the purpose of this paper to review the history 
of agricultural programs, to criticize that which has been 
accomplished, or to construct an ideal program. Time per- 
mits only the brief discussion of some facts which are funda- 
mental to the construction of any state or regional program, 
if the agriculture of that state or region is to be wisely di- 
rected. The establishment of programs in several states in- 
dicates that the laissez-faire policy with respect to guiding 
the activities of the individual farmer is being gradually 
abandoned. In the past it has been deemed sufficient merely 
to furnish to the farmer useful information with respect 
to the organization and management of his farm and then 
leave it to him to put this information into use. Experience 
shows, however, that for one reason or another this method 
has not proved satisfactory. The farmer has not used the 
information, chiefly, perhaps, because he has been incapable 
of doing so unassisted. 

The recognition of the failure of the laissez-faire method 
of securing a prosperous agriculture led to the passing of 
the Smith-Lever Act, which established the Extension Serv- 
ice. It has been the experience of the Extension Service 
that the mere dissemination of knowledge among farmers did 
not get the results which were anticipated. As a result of 
this experience the Extension Service has begun the develop- 
ment of definite programs designed for the purpose of actually 
guiding and directing the agricultural activities of the states. 
In short, there has been introduced into our agricultural 
system a super-manager or agent whose duty it is to aid 
in establishing a more progressive agriculture. It is evident 
that such a policy involves considerable responsibility and 
may be used effectively only if the super-agency has con- 
sidered all the facts which enter into the problem and under- 


1This paper was read at a round table session of the Fifteenth Annual Meeting 
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stands the forces and conditions which are likely to affect 
the prosperity of agriculture. 

The fundamental basis upon which any state or regional 
program must rest, therefore, is a comprehensive understand- 
ing of the complex and inter-related forces at work. These 
forces may be divided into several major groups as physical, 
economic, and social. If these facts and forces could be 
studied and understood by one group of scientists or special- 
ists, the problem of constructing a state or regional program 
would be much simplified. This, however, is impossible. 
While a study of all the factors involved is essential to a com- 
plete program of rural betterment, we must of necessity 
confine ourselves at this time primarily to some of the eco- 
nomic facts which must be assembled, analyzed, and pre- 
sented in order that the economic basis of our program may 
be sound. 

The assembling of these economic facts should be done 
by natural or geographic divisions. It is scarcely, if ever, 
the case that a political division like a state is also a unit 
geographically. For example, the State of North Carolina 
may be divided into four rather distinct regions; namely, 
Tidewater, Coastal Plain, Piedmont, and Mountain. These 
several regions possess certain characteristics which make it 
advisable to establish independent programs for each. The 
soil, climate, character of production, and the population 
groups are different in each region. 

The division of the state into its natural or geographic 
regions may not be sufficient for all purposes. Wherever pos- 
sible it will be desirable to study the structure or anatomy of 
each of the agricultural communities of the region to which 
a program is to be applied. The importance of determining 
the boundaries of these communities has been pointed out 
by Galpin in his book on “Rural Life.” Galpin did not 
mention the importance of knowing the structure of a com- 
munity for the purpose of establishing an agricultural pro- 
gram such as we are discussing; nevertheless, his work sug- 
gests this possibility. As a usual thing, these communities 
are organized around some institution, such as a church or 
school, or it may be that the banking and trading zone indi- 
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cates more definitely the boundaries of a community. What- 
ever be the criteria which we employ, it is important that the 
organization and characteristics of each community be thor- 
oughly understood before attempting to construct and apply 
an agricultural program. In fact, it would be desirable to 
make a survey, somewhat after the fashion used by Galpin, 
before proceeding with an agricultural program. Such a 
survey would reveal many facts which would be helpful in 
the constructing and fitting of a program to the needs of 
a community. 

The first facts to be assembled and analyzed are those re- 
lating to the resources of each region. These resources in- 
clude the land area, capital, labor, and an estimate of the 
managerial ability of the farmer, or his entrepreneurship. 

In dealing with the land resources, an economic survey 
should be undertaken for the purpose of classifying the land 
area. Dr. Ely has pointed out the importance of land classi- 
fication in connection with developing and establishing a 
national land policy. The classification of land area is just 
as important in connection with the establishment of a wise 
agricultural program as it is for the purpose of establishing 
a general land policy. The need for such a study becomes 
obvious when we consider the variations in soil types within 
a given region and still more obvious when we consider the 
differences in the various regions. These differences must 
be known before the soils can be utilized to their best eco- 
nomic advantage. It is not always true that under a laissez- 
faire policy these soils will be utilized to their best advantage. 
A wise direction is necessary but wise direction depends on 
detailed knowledge of the conditions. In many states the 
work of land classification has been begun in the form of soil 
surveys. Such surveys are valuable and especially so when 
accompanied by experimental studies relating to the effect of 
crop rotation on soil fertility and the effect on crop produc- 
tion of soil treatment by the use of fertilizers. These data, 
where available, should be reconsidered from the economic 
point of view, for it often happens that the best treatment 
from the point of view of the soil technologist or chemist is 
not the most profitable one. 
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In connection with the study of the natural resources, the 
climatic factors should be given consideration. The annual 
distribution of rainfall, for example, often sets definite limits 
to crop production. If it is desirable to change the agricul- 
ture of a region by introducing new crops, it may be well to 
consult the rainfall and other climatic data to determine 
whether or not the crops can be planted, grown, and success- 
fully harvested. It might very well happen that the annual 
distribution of rainfall may be of such a character that the 
crop might be brought to the point of harvest in a successful 
manner and yet, if the harvest time should synchronize with 
the period of most frequent rainfall, it would be likely to 
make the crop, over a period of years, an unprofitable one. 

In modern agriculture, capital has become such an im- 
portant element that a special study should be made of this 
factor. It is therefore necessary to canvass the situation for 
the purpose of determining the capital possession of the 
region in the form of implements, machinery, buildings, live- 
stock, and miscellaneous forms of capital involved in produc- 
tion. It would also be desirable to estimate the probable 
source of new capital which might be used in case a program 
called for a change in the agriculture of a region. 

The third important resource is that of labor. The supply 
of labor is dependent on two factors, the numbers and the 
efficiency of each individual. In many regions a program 
having in mind improvements of the agriculture of the region 
might be seriously handicapped by the lack of available labor 
supply, either with respect to numbers or fitness to carry 
out the proposed program. This is illustrated by the remarks 
of Mr. Willard, who states that in Massachusetts care must 
be exercised not to suggest a change in the agricultural sys- 
tem without giving careful consideration to the labor factor, 
as farmers are in severe competition with the manufacturing 
industry. 

Finally, the fourth factor which should be considered is 
the character of the farmer himself and the entrepreneural 
ability which he possesses. No adequate surveys have been 
made which will enlighten us relative to the ability of the 
farmer to take on new ideas and to adjust himself to a sys- 
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tematic program. Unquestionably, farmers vary greatly in 
their ability to adjust themselves to new conditions. It would 
seem the part of wisdom, therefore, before attempting to 
establish an agricultural program in a region, to estimate very 
carefully the farmers’ characteristics. The census data will 
throw some light on this problem. What is required, how- 
ever, is a detailed study such as that recently made by Dr. 
Galpin and Miss Veda B. Larson of the Bureau of Agricultural 
Economics, United States Department of Agriculture. This 
study is in sufficient detail so that one may secure a definite 
idea regarding the character and composition of the farm 
population. If such detailed studies were made available for 
each county, they would serve a very useful purpose in con- 
structing a program, as they would reflect the probability of 
the farmers being able to take on new ideas and adjust them- 
selves to new conditions. 

We have been considering one group of facts, namely, the 
factors of production. A second group of facts which are 
necessary for correct construction of an agricultural program 
relates to the history of the region. The question which we 
have to discuss is, what have the various regions been pro- 
ducing during the last four or five decades? A knowledge 
of what a given region has been producing may be the key 
to determining where the emphasis should be placed in con- 
structing a program. In assembling this material, we should 
endeavor to secure accurate data regarding the production 
by counties or similar units of all the important or major 
crops and livestock products. The importance of gathering 
this information cannot be over-estimated, for this material 
will indicate how the forces have been operating during the 
past. It is not logical to assume that any program can go 
directly contrary to the trends that have already been estab- 
lished in a region. An example of the importance of this 
may be cited. An extension worker in a certain part of the 
country concluded that the region over which he had general 
supervision should have a program which would call for the 
production of potatoes on a commercial scale. A study of 
the facts as revealed by the census for the last forty years 
showed that for the region as a whole there was no tendency 
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towards commercialized potato production. Hence, the con- 
clusion would be that a program with this as its main ob- 
jective might do serious harm to the farmers of the region. 
It should be pointed out, however, that the trends of the data 
for a period of forty years might not be conclusive proof that 
the region did not possess potentialities which might be de- 
veloped in the direction indicated by the extension worker. 
The data do show, nevertheless, the necessity of caution be- 
fore taking definite action. 

A third group of facts is that which relates to the geo- 
graphic distribution of production. Agriculture being a com- 
mercial undertaking, the farmer has found that he can secure 
the greatest net profits when he confines his energies to the 
production of a few major crops or livestock enterprises. 
This specialization is due to the fact that certain geographic 
areas are by nature adapted to the production of certain 
crops and have been connected with markets by adequate 
transportation facilities. An adequate statement of this sub- 
ject would involve us in a discussion of the theory of com- 
parative costs. According to this theory, a region will be 
devoted to the production of those crops in which it enjoys 
the greatest comparative advantage or suffers the least com- 
parative disadvantage. It does not follow from this theory, 
however, that a given region will be devoted exclusively to 
the production of a single crop or livestock enterprise. The 
seasonal nature of agricultural products and the risk in- 
volved is such that it is seldom if ever profitable for the 
farmer to specialize. The tendency always is towards mod- 
erate diversification or semi-specialization. The farmer’s ob- 
jective is first of all to organize his business in such a manner 
as to secure the maximum net profits. In order to secure 
maximum net profits, he usually finds it necessary to combine 
with the major crops as many other enterprises as will add 
to the income of the farm. Such arrangement gives him, 
as a rule, a better distribution of labor and a better utilization 
of all the factors of production. 

It should be pointed out in this connection that the farmer 
seldom if ever can afford to produce all the crops, livestock, 
or livestock products which a given region normally con- 
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sumes. In setting up a program, the farmer should not be 
encouraged to supply all the needs of the region. In the 
earlier stages of our agricultural development, such a self- 
sufficing agriculture could be followed. However, under our 
commercial regime, with the geographic distribution of pro- 
duction, self-sufficing farming cannot be practiced. 

The choice of enterprise is a complex problem, and no ade- 
quate state program can be developed unless the facts are 
assembled and understood relative to the geographic dis- 
tribution of production. Fortunately, some information in 
general form has already been published by the United States 
Department of Agriculture, and further information on this 
subject may be anticipated. Dr. Spillman has been at work 
for some time in assembling and analyzing data by regions. 
These data, if they could be made available, would be useful 
in the construction of agricultural programs throughout the 
country. Unless such information is available it is doubtful 
if a program should be undertaken. 

The problems connected with production are not the only 
ones which confront a maker of programs. The successful 
disposition of the products on the market is one which en- 
gages his attention. And at this point we may raise the 
question, what facts are necessary to the solution of the 
marketing problem? The first thing, it seems to me, is to 
have a thorough knowledge of the transportation facilities 
a region possesses. These include the railroads, highways, 
and storage facilities. It will usually be found that the 
transportation facilities set definite limits to the development 
of the agriculture of a region. Hence it is necessary to give 
this problem special consideration. The transportation prob- 
lem will doubtless be found the most difficult one for solution. 
Nevertheless, an accurate knowledge of the present facilities 
and what may be expected in the way of improvements will 
be found the starting point to the solution of many of the 
marketing problems. 

A study of the various markets to which products are 
likely to be sent is important. In making such a study the 
peculiarities of each market should be determined, the likes 
and dislikes of the consumers relative to different products, 
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the probable prices which will be received for varying quan- 
tities, the possibility of increasing the demand by efficient 
advertising, these are some of the facts which need to be 
determined in connection with the marketing phase of the 
problem. In some instances a knowledge of foreign markets 
will be necessary. Foreign markets bear the same relation- 
ship to the development of a region as do domestic markets, 
and the agency that can best supply the demands of these 
markets at the lowest cost will receive the most favorable 
consideration. 

The work of establishing a better agricultural system is 
not the only problem confronting the state. The state is inter- 
ested in the successful continuance of such a program. A 
program cannot be a fixed thing but must be subject to con- 
tinual change, as economic, social, and other conditions change 
from time to time. To insure that a program will be con- 
sidered properly and modified as conditions determine, it will 
be necessary for the state to establish an agency whose duty 
it will be to study the problem constantly and be in a position 
to give sound advice. The burden of this work will natur- 
ally fall on those interested in agricultural economics, for 
the problem is fundamentally, though not exclusively, eco- 
nomic. It should be the function of this agency, under the 
direction of the agricultural economist, to assemble and ana- 
lyze the facts and render a decision with respect to methods 
of procedure. This does not mean that the economist can 
neglect other groups of scientists, but it does mean that the 
responsibility of the undertaking should rest with him. A 
realization of the need of an adequate bureau or department 
of economics in each state, whose function it will be to deal 
constructively with this problem is essential to the develop- 
ment of a prosperous agricultural community enjoying a 
high standard of well-being. 

I believe we should recognize the fact that there is a 
marked movement away from the old idea that the farmer 
is able to solve his own problems unassisted, and that there 
is a marked tendency towards giving intelligent direction to 
agriculture. This does not mean that the farmer is being 
forced absolutely to enlist in any definite movement, but it 
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does mean that pressure is being brought to bear on him to 
cooperate with his fellow farmers in carrying forward a 
previously prepared program. I believe on the whole that 
this is a logical method of procedure, provided that those 
who are engaged in the task understand the complex forces 
which are at work, and are in possession of the facts essential 
to the construction of a sound program. 


DISCUSSION BY A. J. DADISMAN 
WEST VIRGINIA UNIVERSITY 


Agricultural programs are not new. Since the development of the 
Agricultural Experiment Station and Extension work, agricultural prob- 
lems have been considered in a more or less systematic way. Each 
state has been confronted with problems of its own in determining its 
most pressing agricultural needs, planning projects for investigation, 
and devising plans for disseminating this newly acquired knowledge 
among those who could make use of it. 

Investigational work was developed for the purpose of grappling with 
the immediate problems of the farmer, and the Extension forces were 
supposed to carry to farmers what the investigational work revealed. 
In too many cases, however, extension was not based upon investigation, 
and results were accordingly disappointing. Extension work which 
ignores investigation must be short lived at best. Effective extension 
can be done only by those who are working on a part of a complete 
program of work. Greater production may be needed in a given sec- 
tion, or the problem may be how to utilize labor and equipment and 
not produce a crop which has become unprofitable. Until a unified 
program is mapped out, efforts may be along wrong lines. 

The most economical production for any state presupposes the grow- 
ing of commodities for which it is best adapted and the exchange of 
some of its surplus products for those produced in other places. The 
chief problem of agricultural production is not the amount of a particu- 
lar crop or kind of livestock that can be produced in the region more 
economically than it can be obtained from some other place or in some 
other way; in other words, more of the right thing. What can be pro- 
duced advantageously may be learned after a certain amount of investi- 
gational work, and profitable agriculture is entirely possible with proper 
organization of the farm business, based upon thorough investigation. 

Every region has its natural limitations to production; markets, trans- 
portation facilities, market demands, climate, soil, and so forth must be 
considered. There is always a relatively unlimited demand for certain 
staple products which can be produced in every region. These are not 
the same for all regions, but each can produce some staples. As markets 
and transportation facilities develop, new products may be added and 
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the region of production expanded. Programs must be changed to meet 
such changing conditions. In order to systematize and direct the devel- 
opment of agriculture toward desired ends, rather recently several states 
have developed what may be termed “agricultural programs.” 

These agricultural programs have been developed, in most cases, only 
after years of study, and include a program of work which is believed 
to contribute to the present needs of the state. Such programs have 
taken into consideration the ideas of state needs gathered by Experi- 
ment Stations and Extension staffs and farmers. An agricultural pro- 
gram which ignores the farmers cannot serve their needs best. Farmers 
see their problems differently from the way others see them, and they 
feel more friendly towards those attempting to solve their problems 
if they have been invited to share in working out the program. While 
Experiment Stations and Extension service have been endeavoring to 
carry out programs of work for several years, specific programs for 
agricultural development on a state wide plan, worked out by those 
concerned with investigation, extension workers, and the farmers, unify- 
ing and actually writing out the complete program, are rather new. 
Such programs have generally been put in form in numerous confer- 
ences, sometimes small groups, sometimes larger ones, of members of 
the Experiment Station and Extension staffs and actual farmers. Thus 
the various viewpoints of men in the different phases of the work have 
been brought together. 

With a rather definite program for agricultural development which 
at best may contain errors and need modifications and additions, agri- 
cultural problems can be attacked and solved more satisfactorily than 
without it. In any region there is such a wide range of possible enter- 
prises to consider that many viewpoints are essential to a well-balanced 
agriculture. When all workers understand a general program and feel 
that each one has contributed to its formation, the chances are that it 
will be carried out in a better way than if one man makes the whole 
program. 

It seems to me that a state program for the development of agricul- 
ture is a better unit than a larger or smaller one. While not all parts 
of a state may have the same problems, a group of state workers usually 
is employed to assist in solving the problems of the whole state. The 
problems of several counties are generally very similar and can be 
worked upon together. A region larger than a state could not be organ- 
ized as effectively as a single state for intensive work. A program of 
work for the United States Department of Agriculture may be regional 
but its work will be less intensive than that of the states. 

In West Virginia a state agricultural program has been worked out 
recently and has been published as Experiment Station Bulletin 193. 
In its preparation each department of the Experiment Station worked 
out a tentative program based upon years of investigation; this was 
discussed with Extension specialists, and many others whom the depart- 
ments called upon. This tentative program was used as a basis for 
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discussion in staff groups. At the same time, groups of farmers were 
discussing programs as well. The West Virginia Horticultural Society 
was working out a state program for the development of horticulture. 
The West Virginia Dairymen’s Association was planning a state-wide 
dairy program, and other organizations were working out similar pro- 
grams. A meeting of about three hundred representative farmers and 
Station and Extension workers was held to discuss and unify the whole 
work into a state agricultural program. After three days of careful 
work, the real problems were decided upon. The various groups agreed 
so nearly that it was possible to write up a complete agricultural pro- 
gram for the state in which all concurred. 

Such state programs should be rather specific. They should include 
various phases of farm organization, crop and livestock production, mar- 
keting, financing farmers, rural life studies, and other types of work 
necessary to develop a well-balanced agriculture, which in turn will 
produce a more satisfying rural life. The advantages of such a pro- 
gram are obvious, and doubtless other states which are not already doing 


so will work out plans to suit their needs as opportunity affords and 
conditions demand. 
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FOREIGN OUTPOSTS OF THE BUREAU OF 
AGRICULTURAL ECONOMICS’ 


H. C. TAYLOR 
CHIEF, BUREAU OF AGRICULTURAL ECONOMICS 


We think so much about an agricultural policy these days 
that I am always constrained to call attention to the fact that 
we have and, for a long time, have had agricultural policies 
and that, whatever the future policy may be, at the present 
time the major item in our agricultural policy is an educa- 
tional program. The amount of expenditures paid out since 
the Civil War time for agricultural education indicates that 
not the tariff but education is the central feature of the agri- 
cultural policy. 

In presenting an educational program full information is 
required and if that information confines itself to the limits 
of one country when that country is sending many of its prod- 
ucts abroad or is buying many supplies from abroad, ob- 
viously the program will not be complete. The work of the 
Department of Agriculture is largely that of fact finding, 
information giving, and service rendering. One of the im- 
portant lines of work which is being pressed forward at the 
present time is that thing which it was suggested this morn- 
ing could not be done—that of bringing more order into 
production, so that the farmers’ margins may be more even 
from year to year, as are those of the packers. If we are to 
bring order into production, there is probably only one way 
to do it and that is to bring information to people and, through 
education, to develop in the minds of the farmers an ability 
to receive information from week to week and from day to 
day and make use of it in such a way as to guide their actions. 

The agricultural outlook reports may be entirely out of line 
with the facts if only the United States is considered. There- 
fore, it has been found necessary and desirable to gather 
information throughout the world and, under the heading 
of “Foreign Competition and Demand” such a service is being 
developed. One of the major functions of this service is to 
keep a steady flow of information from all parts of the world 
with regard to what is being produced, with regard to the 
probable outcome of the crops now growing, and whether 
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competition from South America and New Zealand and from 
Eastern Europe is going to be more keen as the years go 
by, or whether or not those countries will be consuming more 
of their supplies and sending less into the markets in which 
we are competing. 

In order to gather this information certain outposts have 
been established. In London, Berlin, Vienna, and Rome are 
the important outposts at the present time. Someone has 
been kept in South America following the trend of affairs 
there in cotton production, wheat production, and livestock 
production through recent years. Dr. Macklin is studying 
dairy competition in New Zealand. It is our thought to 
become familiar with what is going on throughout the 
world in all those countries in which we are in competition 
with foreign producers. It is not simply those major prod- 
ucts such as wheat, cotton, pork, and fruits, since we know 
more about finding a market for those products than we do 
many of the products of which we produce some surplus. 
For instance, the poultry industry of this country is inter- 
ested in knowing how to dispose of a surplus in case it is 
developed. We all know that even a small surplus may spoil 
the whole market. If there are those who know how to put 
this surplus on the foreign markets, the markets at home 
need not be glutted. 

To illustrate some of the things done to facilitate some of 
the lines of marketing: supplement the information on wheat 
production throughout the world, which gives the basis of 
passing judgment on probable price trend, with the production 
in various countries that produce at the same time we do, 
and the prospects of crops in the southern hemisphere, where 
the crops are coming into the market after ours are sold; 
then supplement that with the information we need to know 
with regard to the character of the demand in foreign coun- 
tries; and then authorize certificates to insure that those 
countries who wish to buy will get what they want to buy, 
and you will sum up some of the things we are trying to do 
with wheat. Wheat is sold in foreign countries on the basis 
of American certificate final and there is no appeal. The 
wheat must be paid for on the basis of the federal certificate 
on the wheat. If the wheat arrives in the foreign countries 


Outposts of Agricultural Economics. 65 


in a condition that is unsatisfactory to those who wish to 
use it, our trade will be damaged. One of the objectives of 
our outposts is to find where there is difficulty on the part of 
foreign buyers purchasing on the American standards and 
securing what they want, and to remedy the difficulties. So, 
during part of each year one or two men are found on the 
reception committee in foreign countries, where boats arrive 
from the United States, to locate and straighten out any diffi- 
culties that may arise. One man in England can watch all 
the boats arriving in that country, get the facts, and put 
the pressure back upon the exporters and those who certified 
the wheat, with a view to making sure that the principle of 
selling wheat on American certificate final is carried out in 
such a way as not to damage our foreign trade but to facili- 
tate it. 

Another important line of work which facilitates the 
marketing of an American product, is the work of putting 
the exportation of American cotton on the basis of American 
standards. From time out of mind American cotton was sold 
on the basis of Liverpool standards and resold on the basis 
of Liverpool standards, but few ever saw the standards. The 
arbitrations were made largely in Liverpool. The main diffi- 
culty with the system arose from the fact that the consumers 
of the cotton—the mills—did not have before them standards 
which the farmers who produced the cotton and sold it had 
before them and, there being no common standards in terms 
of which they could think, there was no prospect of selling 
the cotton from producer to consumer. At the present time, 
under the establishment of the Universal Standards for 
American cotton, the cotton may go more directly from pro- 
ducer to consumer and cut out one of the items of expense. 
One of the temporary outposts of the Bureau is in the Lan- 
cashire district, the great cotton manufacturing center of 
England. The purpose of the man stationed there is to get 
the full facts with regard to what happens to cotton after 
arrival in that country. This work is being done with the 
idea of understanding which is the shortest and cheapest 
route for the American product to take in order to get to 
the consumer. 

If we can through this plan of gathering information help, 
first, to establish more orderly production so that the margins 
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of the farmers may be more even from year to year and, 
second, to establish more intelligent marketing so that the 
product will go most directly to those who want it, in order 
that the intermediate costs may be reduced, a very consid- 
erable benefit will be secured. In the ordinary sense of the 
word, “trade promotion” work is not being done by the De- 
partment of Agriculture in its foreign outposts, excepting 
as these functions that I have mentioned are facilitating the 
production of the right goods, putting them in the right 
form, and sending them to the right people. 

The information secured by these particular outposts that 
are maintained by the Department of Agriculture is, of course, 
relatively small compared with the information gotten from 
already established sources... The International Institute of 
Agriculture, at Rome, is the great source of information on 
agricultural statistics and crop estimates. If it were not 
for that source we would be badly crippled. That source is 
important not merely as a fact-gathering institution, but as 
an institution helping toward better crop statistics in other 
countries participating in the work of the International In- 
stitute of Agriculture. Furthermore, there are some four 
hundred consular officers throughout the world. These are 
helping the Department of Agriculture to secure information 
and in a very real sense are beginning to count themselves 
outposts of the Department of Agriculture. They simply 
want to know the kind of information the Department of 
Agriculture desires and they are glad to get it. The agents 
of the Department of Commerce are also aiding the Depart- 
ment of Agriculture in getting information that is desired. 
General information can be secured by people who have a 
general preparation for getting information. However, there 
is specific information needed, requiring technical skill in the 
field of agriculture and agricultural economics, which must 
be gotten by specialists of the Department of Agriculture and 
the plan is to simply supplement the other agencies by sending 
men to the outposts who can gather the best possible informa- 
tion to supplement and build up the complete picture which 
has, as I stated, for its purpose the providing of information 
that will help to establish orderly production and intelligent 
marketing. 
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DID DEFLATION RUIN THE FARMER AND 
WOULD INFLATION SAVE HIM?! 


GEORGE W. DOWRIE 
UNIVERSITY OF MINNESOTA 


The recent marked improvement in the agricultural situa- 
tion has led many persons to assume that the pressing prob- 
lems of the individual farmer, as well as questions of national 
agricultural policy, have by some miraculous process solved 
themselves and that discussions of the ills of the farmer and 
remedies therefor are now mere objects of historical interest 
or academic speculation. Many of us, however, who are con- 
cerned with the permanent well-being of agriculture, while 
we grant that some progress has been made during these 
sadder and wiser days since 1920, look upon the present rela- 
tively good fortune of the farming class as having been 
achieved to a considerable degree at the expense of Europeans, 
Argentines, and other foreign competitors in the world mar- 
kets who have been the victims of unfavorable crop condi- 
tions. Furthermore, this increased well-being among Ameri- 
can farmers is by no means universal, as a survey of certain 
corn, dairy and livestock producing sections will readily show. 

The first half of my topic, viz., “Did deflation ruin the 
farmer?” lends itself to widely varying interpretations. That 
farm products underwent a radical price deflation and that 
agriculturists as a class suffered more severely than any other 
group seems scarcely open to argument. Consequently, I 
would be presuming upon your patience if I addressed myself 
to the details of that deflation. A strictly literal interpreta- 
tion of this first query in the title might just as logically con- 
fine one also to the question as to whether the farming class 
could truly be said to have been ruined by the deflation. But 
here again the facts are too patent to warrant serious differ- 
ence of opinion, for it is universally conceded that a quite 
appalling number of individual farmers, especially in the 
newer sections of the country, were completely ruined as a 
result of the price debacle. With your permission, then, I 
am going to adopt a rather free interpretation of this part 
of my title and shall assume that it reads: “Did the individuals 
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and institutions responsible for our credit policy, employ 
measures which resulted in disproportionate and unnecessary 
injury to agriculture?” 

In like manner, I shall interpret the second query in the 
title to mean, “Would a stepping-up of the general price level 
remedy the outstanding difficulties in the agricultural 
situation ?” 


The Post-War Inflationary Policy 


Whatever blame for the severity of the crisis of 1920, and 
its disastrous effect upon agriculture, attaches to the banking 
system, is mostly due to its sins of omission during the expan- 
sion orgy of 1919. Had a policy of restraint been adopted 
at that time, the extreme heights of credit inflation, extrava- 
gant spending and wild speculation would never have been 
reached, and the subsequent reaction period would, therefore, 
have been relatively innocuous. The defense offered by the 
Federal Reserve Board for its inaction is that the blame 
should be laid at the door of the Treasury Department. With- 
out doubt the Department’s determination to float loans at 
considerably less than the current commercial rate was re- 
sponsible for its insistence upon the continuance of an “easy 
money” policy by the banking system. Thus for the sake of 
saving a relatively few millions in bond interest a regime of 
feverish fictitious prosperity was permitted to continue unre- 
strained, with the result that when the inevitable crash came 
the accompanying losses and suffering were greatly 
intensified. 

This free and easy credit policy contributed to the farmer’s. 
subsequent difficulties in at least two ways. In the first place, 
he caught the spirit of the times, overextending his credit 
and using the proceeds of his borrowings in land speculation 
and in the purchase of costly equipment. In the second place, 
the banking machinery of the nation got itself into a situation 
in which it was in no fit condition to care for the needs of 
a solvent but embarrassed group of businesses (including 
many agricultural enterprises) when aid was needed by them 
for weath -ring the crisis. It is stated by the Joint Commis- 
sion of Agricultural Inquiry that the reserves in some of the 
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Federal Reserve Banks had reached a nine per cent level and 
that at one time one of the twelve banks actually had no re- 
serve left. The Federal Reserve Board began to exert a re- 
straining influence upon the situation at the close of 1919 but 
it was a year too late. The mischief had been done. 
Coupled with this spirit of easy credit and free spending 
was the war-begotten policy of centering the whole program 
of agriculture around increased production, regardless of cost 
or future consequences to the business of farming. Wasteful 
methods, tilling of sub-marginal land, high prices for prod- 
ucts, easy credit, all had fastened themselves upon our agri- 
culture, under the guise of winning the war. Surely, our 
patient’s system could not have been in a less favorable con- 
dition for throwing off the ills that seized him in 1920. 


The Crisis of 1920 


The banking system of the country has been much more 
severely criticized for deflating the farmer in 1920, than for 
inflating him in 1919. It falls to the lot, therefore, of one 
who believes that its guilt is confined largely to the latter 
count in the popular indictment to undertake to absolve it 
from the former, to a great extent, by suggesting other pos- 
sible culprits and producing character witnesses in the de- 
fendant’s behalf. 

In my judgment, the restrictive measures applied by the 
Federal Reserve System in 1920 were but a minor element in 
the whole situation. Agriculture, particularly the production 
of food products, was a greatly overextended industry. Not 
only had the whole farm area been extended, but the area of 
crops per farm had increased from 50 acres to 57 acres in 
the decade ending in 1919. The Agricultural Year Book for 
1921 contains the following comment on this point: “Our 
farmers are driving larger teams, using more efficient ma- 
chinery, producing more per acre and per person than ever 
before. Each American farmer and farm laborer on the 
average is feeding nine people other than himself, in this 
country, and one more person living in foreign lands.” The 
writer in the Year Book further estimates that the produc- 
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tivity of the American farmer increased 15 per cent in the 
decade ending in 1921. 

So long as credits were granted by us with a lavish hand 
to Europe and South America, the market for our products 
was sustained, but when the bounty of the Government and 
private sources began to be withheld, the means of payment 
ceased and a sharp falling off in our exports ensued. With 
this came the crisis. As cancellations of orders came in, fac- 
tories shut down, employees were thrown out of work, demand 
for products fell off and the period of industrial and agricul- 
tural depression was on. 

Unfortunately for the farmer, the volume of production in 
1920 was very large. The corn crop was the largest ever 
produced, the cotton crop the heaviest since 1914, while the 
production of wheat had been exceeded but five times in the 
history of the.country. A bad transportation situation, in- 
terfering seriously with an orderly movement of goods, added 
materially to the factors calculated to cause disturbance. 

Thus, with the curtailment of foreign demand and an over- 
bounteous supply on our hands, we would have had serious 
difficulties even if we had not been in a most unfortunate 
period of the business cycle. 

What revival there had been in Europe, in 1919-20, was 
in agriculture, rather than in industry, hence it was inevitable 
that substantial price recessions should occur. 

As Dr. B. M Anderson has so tersely put it, “No one 
pulled prices down. They fell. * * * It was not credit 
contraction, but the collapse of the abnormal and unsound 
sources of demand.” 

The price debacle, however, was by no means peculiar 
to the United States. Beginning in Japan in 1919, and 
gradually extending through Europe and South America, 
the crisis had manifested itself in all countries in substan- 
tially the same manner. In the judgment of some econo- 
mists we felt the shock much less acutely than did many 
other nations. Enfield in his recent work on the agricul- 
tural depression in England is authority for the statement 
that “the (English agricultural) industry was plunged into 
a crisis which has few parallels in British agricultural 
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history. During the whole of 1920 and 1921 the fall in 
agricultural prices continued practically without interrup- 
tion, frustrating any attempt the farmer made to reduce 
his costs of production or otherwise meet the new situation 
in which he unexpectedly found himself.” Limitations of 
time and space forbid a recital of the experience of other 
countries but a study of the events of 1920 and 1921 leaves 
no room for doubt that the crisis was a world phenomenon 
witiu substantially similar manifestations in all of the na- 
tions involved. The relative severity of the debacle seems 
to have varied roughly in proportion to the extent to which 
inflation had been carried. In no country was agriculture 
singled out for the blow which came in 1920. During the 
year ending in June of 1921, prices of all commodities in 
the United States experienced a decline of 45%, as against 
54% for farm products. The Joint Commission attributes 
this difference in the relative severity of the recession to 
“the peculiar conditions surrounding the marketing of agri- 
cultural crops and—the fact that production costs of 1920 
were greater than any in United States history.” 

The fact that the break in prices was world-wide and 
that all types of commodities were affected to a greater 
or less degree would make it seem quite unlikely that 
American banking policy was a serious factor in the sit- 
uation, but in order to strengthen this contention, let me 
review the salient facts regarding the credit situation in 
1920. 

First, the end of the inflation period, June 1920, found 
the volume of credit in the agricultural sections of the 
United States considerably more extended than in indus- 
trial regions. 

Second, the restrictive action of the Federal Reserve 
Board, begun in earnest in 1920, did not affect agricultural 
loans any more than it did any other type. According to 
Governor W. P. G. Harding, “the actual reduction in com- 
mercial, agricultural, and livestock paper, rediscounted for 
member banks from July 9, 1920, to July 6, 1921, was $138,- 
257,000. This reduction is more than accounted for by 
the decrease of paper rediscounted by Federal Reserve 
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Banks in Boston, New York, and Chicago. The bank liqui- 
dation has taken place mainly in financial and industrial 
centers, and the figures of the Federal Reserve Banks do 
not indicate that there has, during the past twelve months, 
been any decrease in Federal Reserve accommodations to 
banks in the agricultural and livestock districts, but on the 
contrary there has been a considerable increase.” 

Third, there is no evidence to the effect that funds were 
being concentrated in “Wall Street” for speculative pur- 
poses, while the farmer was being denied further accom- 
modation and compelled to sacrifice his crops. The fact 
is that the balances of out-of-town banks in New York 
suffered a continuous decline from November, 1919, until 
June, 1921. This movement of funds away from New 
York is also clearly shown by the records of the Federal 
Reserve gold settlement fund for the same period. 

Fourth, there was a reduction of the size of bank de- 
posits in rural counties, but it was due to the collapse of 
prices and not the cause of it. 

Fifth, the tightening of credit by the Federal Reserve 
could not have been a vital element in the price recession 
for (a) the rates of the system were below those of coun- 
try banks during the whole of 1920 and one can scarcely 
see how a rediscount rate of, say, six or seven per cent 
could have “coerced” a banker who was getting a higher 
rate from his customer. (b) There are some twenty thou- 
sand of our thirty thousand banks which are not members 
of the Reserve System at all. Many of them have no 
competitors and hence could have been only remotely in- 
fluenced by the action of any outside agency. There is 
undoubtedly some general psychological effect produced 
by any change in Federal Reserve rates, but it is very 
doubtful whether the comparatively modest rise in mem- 
ber’s eligible commercial paper rates had a marked effect 
upon the policies of isolated non-members. (c) The peak 
of prices was reached in May and June, 1920, but the peak 
of loans and discounts for the whole banking system was 
not attained until October, and, in some of the agricultural 
districts, not until well into 1921. (d) In 1919, several 
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months before the Board inaugurated its policy of restraint, 
hides, hogs, cattle, mutton and butter had already reached 
their respective peaks and started on a marked decline. — 
My contention, made earlier in this paper, to the effect 
that the falling off in export demand was an outstanding 
factor is borne out by the close correlation between the 
export peaks and the price peaks of each of these com- 
modities, whereas no correlation exists between the price 
peaks of these important agricultural products and the 
peak of credit accommodation. (e) The records for the 
year ending, May, 1921, show that while Federal Reserve 
accommodations to industrial regions were falling off 
twenty-eight and one-half per cent, rediscounts originating 
in agricultural counties had increased fifty-six per cent. 
The reason why some banks did not receive a portion of 
this additional aid was that they had already borrowed ten 
to fifteen times their basic line. The fact that, in spite 
of the very great care exercised by officers of Federal Re- 
serve Banks, an embarrassing volume of uncollectible paper 
was accumulated by them, bears testimony as to the extent 
to which they went in their efforts to care for the farmer’s 
credit demands. Reserve banks in agricultural regions in- 
creased their loans by more than a half billion of dollars 
and their issues of notes, 460 millions, during the first 
ten months of 1920. During the same period, 800 leading 
member banks in these districts increased loans to their 
customers to the extent of nearly two billions of dollars. 
In my own district, the ninth, the volume of bank loans 
kept on increasing clear through to the middle of 1921, 
eight months after the fall in prices had set in. Whereas, 
in January, 1920, the Minneapolis Reserve Bank held 6.8 
millions of farm paper, a year later this amount had in- 
creased almost 800% to 52.7 millions. The volume of 
agricultural credit and the trend of prices, in 1920, so far 
as I can see, moved in opposite directions instead of going 
hand in hand. 

Undoubtedly a considerable number of _ individual 
bankers who had already over-extended their loans to farm- 
ers or had become frightened at the turn in affairs, did not 
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only refuse to extend further credit but brought pressure 
to bear to liquidate existing obligations. That this effort 
had a small total effect is shown by the fact that, as late 
as the present year, the huge volume of frozen credit in 
agricultural regions had shown scarcely any tendency to 
thaw. Since about thirty out of every hundred banks were 
already badly over-loaned, one shudders to think what 
would have resulted if the Reserve Board and Banks had 
followed the advice of inflationists and continued a policy 
of cheap money. The record of banks which have actually 
closed their doors, and of many more, still functioning, but 
staggering under a load of uncollectible paper, is bad 
enough. The details of what would have been, had there 
been no restraint in 1920, I shall leave to the imagination 
of my hearers, for there would have been set in motion 
a chain of factors all of which would have been fraught 
with disaster. Not only would the banking structure have 
been loaded with an intolerable burden of additional worth- 
less paper, but the combined reserves of the banking system 
might easily have shrunk below the danger point, with a 
loss of faith on the part of the public and a rush to convert 
Federal Reserve notes and deposits into gold. 

My conclusions relative to the question as to whether 
the farmer was the victim of a deliberate deflation policy 
are: (1) That our banking policy was the occasion rather 
than the cause of the fall in the prices of agricultural prod- 
ucts; (2) That the following are probably the principal 
factors ultimately responsible for the price deflation: (a) 
Over stimulated agricultural production, arising out of ab- 
normally high prices and our anxiety to win the war, includ- . 
ing unwise colonization and attempts to farm unproductive 
lands. (b) Extraordinarily good crop conditions in 1920. 
(c) Extremely high production costs. (d) Dependence 
upon a hazardous export outlet. (e) Over-extended con- 
dition of farmers—heavy obligations incurred for land and 
equipment on a peak price basis. (f) Failure to provide 
in “fat” years for inevitable “lean” ones to follow. (g) 
Investment of profits in land. (h) An overload of inex- 
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perienced and unbusinesslike farmers. (i) A very heavy 
increase in the ratio of farm taxes to farm income. 


Would Inflation Save the Farmer? 


Saving a person involves rescuing him from a perilous 
situation. In the case of the farmer, the “perilous situa- 
tion” exists in the form of a level of agricultural prices 
which, in the first place, is out of line with the prices of 
goods and services he is accustomed to purchase, and, 
in the second place, compels him to discharge a large 
burden of debt—both individually and as a taxpayer— 
incurred at a greatly inflated price level, with proceeds of 
sales made on a deflated basis. No fair-minded person 
can find fault with his remonstrances with respect to the 
injustice of his situation. Since deflation has dealt severely 
with him, it is but natural that reinflation should occur 
to many of his friends as the logical means of saving him. 
Inasmuch as Mr. Henry A. Wallace is one of the ablest and 
most enthusiastic advocates of reinflation as a remedy, I 
am quoting an editorial from Wallace’s Farmer of Septem- 
ber nineteen, of this year, as typical of the position taken 
by the inflationist group. ‘‘We want first a price level 
as high as that at which the bulk of the farm debts were 
contracted. This means a price level 70% higher than pre- 
war. A price level lower than this means that the farmer’s 
creditors are going to be paid back a good deal more money, 
measured in purchasing power, than was borrowed from 
them. In other words, the farmer wants a price level 
that will be fair to both debtor and creditor. Is there any- 
thing for honest men to fear? * * * We urge farm 
activity to support a law, instructing the Federal Reserve 
Board to take such steps as are necessary to reach and 
maintain a price level 70% above pre-war.” 

The farmer is heavily in debt for land, equipment and 
various other purchases, made at or near the peak of 
inflation. If he could secure high prices for his products, 
he could pay off his indebtedness with something like the 
amount of effort which the borrowed funds represented 
at the time the loans were obtained. To the extent, there- 
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fore, that real, as opposed to money, indebtedness could be 
reduced by a re-inflation, an arbitrary stepping-up of the 
general price level would be a decided boon. 

Furthermore, the farmer is suffering from a greatly in- 
creased tax burden. To the extent that his tax dollar 
goes to pay interest and principal payments for expendi- 
tures made on a high price basis, a reinflation to sub- 
stantially the same point would seem to be in the interest 
of justice. 

But there are other aspects involved in the use of inflation 
as a remedy. Sound therapeutics demands that no medi- 
cine be employed whose net effect upon the patient is harm- 
ful even if it does possess certain beneficial properties. 
Earlier in my discussion, I recited a list of the factors 
that were chiefly responsible for the farmer’s condition. 
We have just now considered the effect of a deliberately 
adopted “‘easy money” policy upon one of them, viz., the 
farmer’s large volume of private indebtedness, and his 
heavy tax burden growing out of public borrowing. Our 
decision was that inflation would be distinctly beneficial. 
In so far, however, as his tax money goes for current ex- 
penditures, inflation would do little or no good, aside from 
gains realized because of the tendency of public employees’ 
salaries to lag behind the general price level. In which 
case, the farmer taxpayer would merely be profiting by 
others’ misfortunes. 

A second factor, listed as responsible for bad agricultural 
conditions, was an over-stimulated agricultural production. 
Would credit expansion, assuming that it brought higher 
prices, tend to curtail the volume of agricultural produc- 
tion, to foster the withdrawal of production from sub- 
marginal land or increase the rate of migration of the excess 
population from the country to the city? Is it not quite 
obvious that it would produce just the opposite results 
and thus tend to defeat its own purpose? The observations 
of Dr. Ely, made at the recent meeting of the Land Grant 
Colleges, are particularly significant in considering this 
phase of our topic. Speaking of the undue stimulation of 
agriculture, he said: ‘Whenever any particular occupa- 
tion or pursuit is especially and particularly encouraged 
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the result is apt to be low prices for the commodities or 
services offered.—We are now just emerging from low 
prices due to unbalanced, and, in many cases, excessive 
agricultural production.—Men in other mercantile and com- 
petitive pursuits do not urge public policies which will in- 
crease competition in their own ranks; yet you find those 
who represent in one way or another agricultural interests 
following policies which unduly stimulate agriculture and 
increase competition among farmers, and they think they 
do so in the public interest.”” To say that urban population 
will catch up with farm production within the next twenty 
years offers little present comfort to the man who is a 
member of an over-producing group in the economic or- 
ganization. 

We noted that a third difficulty besetting the farmer 
was the poor foreign market for his surplus products. Our 
exportable surpluses must meet the competition of similar 
products from other countries, so that unless there was a 
quite widespread inflation, any action taken by our own 
Federal Reserve Board in this direction would do com- 
paratively little toward bettering the price position of com- 
modities which depend to a considerable extent upon a 
foreign market. English housewives cannot be expected 
to pay an artificially increased price for American flour, 
butter or bacon if as good a product can be obtained from 
Canada or Denmark for less money. In other words, 
artificially raising prices is a poor way in which to restore 
our foreign markets to their pre-deflation volume. 

A fourth difficulty we listed was the disproportionately 
high costs of production and prices paid for consumptive 
goods. An increased price for his products would un- 
doubtedly, for a time, give the farmer a larger margin of 
profit, but sooner or later the wage worker will succeed 
in getting his wages adjusted to the higher living cost, and 
the manufacturer, transportation company, mine operator 
and merchant will step-up their prices and the farmer will 
have little to show for his price increase. 

A fifth ill we considered was that of land speculation. 
Land tenure has received such a “black eye,” during the 
last four years, that land has a tendency to be undervalued, 
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if anything. For this reason, a considerable amount of 
general price inflation could occur without bringing about 
a recurrence of an orgy of speculation and inflation of land 
values such as we witnessed from 1917 to 1920. But, if 
; the price inflation were carried far enough, there is no 
| doubt but that the effect upon land prices would manifest 
itself in the usual way. | 

One of the most common general arguments for inflation 
is that it makes “good times,” that is, that it makes in- 
dustry boom, that it causes labor to be fully employed at 
high wages and the demand for all products to be greatly 
enhanced. The experience of the years 1922-23, as well as 
other periods when industries were working at full capacity, 
and wages were very high, has demonstrated that such a 
situation is of comparatively little benefit to agriculture. 
There is a fairly high correlation between the business 
4 cycle and the prices of several farm products, but Dr. 
Working’s study of this problem has led him to believe that 
: any effect of the cycle comes from speculative buying more 
than from increased consumption. With staple food prod- 
ucts it is, on the whole, the number of consumers rather 
than their relative condition of prosperity or adversity 
which counts. 

We might assume for a moment that a dose of mild 
inflation could be administered with distinct benefit to the 
patient and negligible harm to the rest of his fellow 
creatures. We might also assume a carefully controlled 
currency system in which the administering of the patent 
inflation serum would cease at a point where the patient 
was ready to declare that he was now fully restored to his 
i pre-deflation vigor. But, unfortunately, history does not 
afford a single example in which the supposed beneficiaries 
t of inflation were so gifted with wisdom or their rulers so 
endowed with both wisdom and courage as to curtail the 
progress of the “vicious spiral,” short of a crisis and its 
attendant ills. 

If time permitted, one could recite a succession of evil 
examples going back to the beginnings of money and prices, 
but our recent war and post-war experience is convincing 
enough. As Foster puts it, in commenting upon that period: 
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“Inflation calls for further inflation. It is a drug habit. 
Once business has become dependent upon an artificial 
stimulus, new doses must be injected or business will suffer 
depression.” 

My conclusion briefly is this, that, the farmer deserves 
the right to conduct his business venture on equal terms 
with entrepreneurs in other fields of activity, but he will 
never achieve this end through a mere tampering with the 
standard of value. 


DISCUSSION BY FRED L. GARLOCK 
Iowa STATE COLLEGE 


At the outset I should like to say that Dean Dowrie’s paper impresses 
me with its comprehensiveness and perspective. His subject is one to 
which much sentimentalism and radicalism have attached. Even as 
to the precise meaning of the terms “inflation” and “deflation” there 
is not unanimity of opinion, nor would economists agree as to whether 
inflation and deflation are monetary or price phenomena, assuming that 
there is a difference. Dean Dowrie clearly recognizes the monetary 
effects of banking policy, but has the understanding of his problem 
to perceive that the depression of agriculture is not due merely to 
monetary changes. He carefully arrays and discusses other factors 
of influence; such as production programs, habits of expenditure, both 
public and private, taxes, and the foreign demand for our products. 

I do not intend my discussion of Dean Dowrie’s paper to be a eulogy; 
nor do I find much to criticize. Rather, asking your pardon for a per- 
sonal reference, I should like to offer supporting evidence of certain 
statements to be found in his paper, and perhaps to question some 
premises which I believe are accepted without sufficient inquiry. The 
supporting evidence is derived from a study of Iowa banks, both solvent 
and failed, which has been conducted during the past year, pertaining 
to the ten-year period, 1914 to 1924. 

The objects of the study were to ascertain the character of the busi- 
ness done by banks in Iowa at the outset of the period, and the changes 
which occurred in this business as the period progressed. These natur- 
ally led to analyses of the credit expansion, depositors’ demands upon 
the banks, uses made by depositors of their balances, types of bank 
loans, the nominal and actual maturities of loans, and a close inquiry 
into the condition known as “frozen assets.” Virtually all of the 15 
banks investigated were located in general farming areas. During the 
coming year the survey will be carried, for purposes of comparison, 


into districts primarily of cattle feeding and dairy production 
respectively. 
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The statements of all the banks give clear evidence of the credit ex- 
pansion between the years 1915 and 1920. Both loans and deposits in- 
creased from two to three times their pre-war volume, the increase 
being greater in some banks than in others. But there was considerable 
variation among the banks in the relative increases of loans and de- 
posits. As a general rule, before the war Iowa banks did little borrow- 
ing except to reconstitute reserves occasionally at a seasonal ebb of 
deposits. Consistent borrowing was not common. And it was also 
customary for the volume of loans to be somewhat below the volume of 
deposits. Every bank included in the survey, for which these data were 
available at the beginning of the period, showed this condition in 1914; 
and the banks were chosen at random. As the period progressed, how- 
ever, bank after bank departed from the precedent, until in the early 
spring of 1920 only two remained with loans no greater than deposits. 
I should mention at this juncture that I have used the term “loans” to 
signify all loans and discounts, obligations of the United States govern- 
ment, county, state and school bonds, and the item “other real estate 
holdings” of the banks. As none of them held industrial or railway 
securities, the total of their credit advances was encompassed. The 
banks in which loans exceeded.deposits maintained adequate reserves 
by borrowing or rediscounting. It is significant that the difficulties 
encountered by the banks later, during the price recession, conformed 
closely to the relative volume of this borrowing prior to the spring of 
1920. . 

At this time, the spring of 1920, deposits began to fall off, and broke 
sharply during the fall, the decline continuing until the latter part of 
1921. Loans followed slowly, the growing discrepancy between loans 
and deposits necessitating increased borrowing. I should suggest, there- 
fore, that the increase in Federal Reserve advances to agricultural re- 
gions during late 1920, and the high level maintained during early 
1921, mentioned in Dean Dowrie’s paper, probably were not utilized 
by the receiving banks in increased accommodation to farmers, but 
rather went to replace deficits in bank reserves caused by heavy with- 
drawals of deposits. This, however, is in no wise an aspersion of 
Federal Reserve policy. 

Both loans and deposits during the entire ten-year period underwent 
marked seasonal variations, loans rising during the autumn to a high 
point in mid-winter and falling to a low point in early summer, deposits 
reaching their peak in the mid-summer and their lowest ebb in mid- 
winter. As a sidelight on banking practice in agricultural regions, the 
seasonal variations in loans suggest that a certain proportion of country 
bank assets are self-liquidating and that bankers plan on making loans 
during the fall which will be liquidated the following spring and supply 
funds for the ensuing fall demand. The contention of some economists 
to the effect that bank liquidity is merely a matter of institutional 
development would not appear to be warranted by these facts. And 
it is also suggested that a balance is struck by the individual banker 
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between self-liquidating and capital advances which will just enable 
him to meet these seasonal demands and keep all of his available funds 
invested. 

Seasonal variations in loans were least at the extremes of the period 
1914 to 1924, and greatest during the years 1917, 1918, 1919, and 1920, 
from which the inference is obvious that the proportion of short-time, 
self-liquidating loans to capital advances was greatest during the in- 
flationary period. The years 1921, 1922, and 1923 were marked by the 
slightest variations, During this period, we should infer, the ratio of 
self-liquidating to capital advances was least. Fortunately a check on 
these inferences may be had. A portion of the study dealt with the 
average actual term of credit on loans in the banks, i. e., the average 
time elapsing between the making of a loan and its actual cash repay- 
ment. In most banks the actual term of credit varied between 15 and 
18 months in 1914, fell gradually to about ten months in early 1919, 
and then rose rapidly, beginning with late 1919 and early 1920, to points 
which varied at the end of 1921 from 23 months in the bank of lowest 
term to 67 months in the bank of most “frozen” condition. The latter 
bank, incidentally, has been defunct for more than a year. It may 
also be of interest to add that no distinctions are to be observed between 
national, state, and savings banks with respect to their terms of credit. 

These two groups of data both indicate the changing condition of 
bank assets, i. e., the changing ratio between self-liquidating and capital 
advances. During the early years of the price rise, when farm products 
were in a position of relative advantage, farmers were able not only 
to pay the debts contracted against current production but also to 
liquidate a portion of their capital debts held by the banks. Thus the 
price rise automatically converted what were normally capital advances 
of the banks into loans of self-liquidating character. This process con- 
tinued until early 1919, when an upward trend in the term of credit 
became manifest. Subsequently, when price recession set in, the process 
was reversed. Loans which, on the basis of the high price level, should 
have been self-liquidating were converted by reduced prices and dwindled 
incomes into fixed charges against the borrowers. On the basis of these 
data I should unhestitatingly assert that, in so far as they represent gen- 
eral country bank practice, banking policy was determined solely by 
the conditions of price and farm income, rather than causation being 
in the opposite direction. It is to be recognized, however, that these 
data “offer little explanation of the effect of Federal Reserve policy 
upon prices.” 

Bank deposits also reveal a number of traits which bear directly on 
the subject of our discussion. Beginning in 1915, a series of changes 
are to be noted in the ratio of time to total deposits, the proportion of 
time deposits becoming constantly less until the peak of the inflation 
period was reached. It diminished from 55.6 per cent of total deposits 
in mid-1914 to 48 per cent in August, 1919, rising gradually from 
that point to a high peak of 60.4 per cent in June, 1921; and then took 
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a downward trend to a level of about 55.6 per cent at the middle of 
1923. If these ratios measure the disposition of people to save (and 
much evidence may be adduced to that effect) saving was least pro- 
nounced during the years 1917, 1918, and 1919, and people were most 
inclined in that direction about the middle of 1921. 

The activity of demand deposits evidences much the same trend. 
Beginning in the latter part of 1917 the activity of demand deposits 
advanced from a level of roughly $5,600 per day drawn against $100,000 
of demand deposits, to a high point of $7,600 per day in May, 1920. 
From that date a steady decline in activity was manifested, it measur- 
ing in July, 1923, only $4,400 per day. As the activity of demand de- 
posits indicates disposition to spend, the conclusion seems warranted 
that spending reached its maximum in the years 1917, 1918 and 1919, 
and has declined steadily since that time. 

The facts shown by these data are recognized by Dean Dowrie when 
he states, referring to the effect of the easy credit policy upon the 
farmer, “He (the farmer) caught the spirit of the times, overextending 
his credit and using the proceeds of his borrowings in land speculation 
and the purchase of costly equipment.” My belief is that Dean Dowrie 
has been very moderate in his utterance. Speculation in land, and 
securities representing oil and other extremely hazardous ventures, are 
facts of common knowledge. The diminishing inclination to save during 
those feverish years 1918 to 1920 is well attested by the trend of time 
deposits and the growing disposition to spend is reflected in the greatly 
increased activity of demand deposits. 

These data raise the question in my mind as to the extent to which 
strict credit control by the Federal Reserve system, even if adopted, 
could effect price stabilization. Neither the banks of the Federal Reserve 
system nor the independent banks have appreciable control over the 
activity of deposits. A price advance in any commodity, or likewise a 
price decline, may open the door of speculative opportunity. The future 
then lies, partially at least, with individuals who may use their pur- 
chasing power as they will, since by no means all are borrowers for 
the speculative purpose. From this beginning, a series of developments 
may be set in motion and sustained by the acts of individuals, whose 
net effect may be to put prices on a shifting basis. It is true that 
banks may exert considerable influence over the volume of deposits 
through their lending operations. At times it is possible to force the 
payment of obligations and hence to contract deposits, and it may be 
possible to induce further extensions of credit by the use of devices at 
the command of Federal Reserve banks. The feasibility of such action, 
however, may not be so apparent. The question is concerned then not 
so much with the possibility of exercising some influence over credit 
movements as with the limits within which this control may and should 
become operative. It would appear to me that many persons assume 
a purely mechanical relation between Federal Reserve policy and prices 
which does not in fact exist, and overlook the essential psychological 
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elements, made effective by the acts of individuals, which are prime 
factors in price determination. 

One more point and I am finished. Dean Dowrie remarked that 
during the inflation the banking machinery of the nation got itself into 
a situation in which it was in no fit condition to care for the needs 
of a solvent but embarrassed group of businesses when credit was 
needed. My data on loans show that seasonal variations became much 
less during the depression period, in some cases almost totally disap- 
pearing. This may be evidence of a diminished capacity for lending 
or it may reflect a considerably reduced demand for funds to be used in 
current production. Probably it reflects both. 

But on the question of what constituted a legitimate demand for 
credit during that period hinges much of our sentiment toward the 
banking system. It is beyond doubt that the farmers did not receive 
all the credit that they requested. They were asking for credit, how- 
ever, to maintain operations on the basis of a level of prices which had 
ceased to exist. Was that demand legitimate or not? Oné’s answer 
must depend on his attitude on the question, “Was the price level lowered 
because of banking policy, or was the price decline due to influences 
beyond the control of the banking system? It is a large subject, but I 
believe that Dean Dowrie has taken a sound approach to the problem. 


HAS RURAL CREDIT LEGISLATION GONE FAR 
ENOUGH AND IN THE RIGHT DIRECTION?? 


CLAUDE L. BENNER, 
INSTITUTE OF ECONOMICS, WASHINGTON, D. C. 


While one could say in 1912 with some degree of truth 
that we were the most backward country in the western world 
in the matter of rural credit facilities, such is not the case 
at the present time. Within a decade we have established, 
by federal law, banking institutions to serve every possible 
credit need of agriculture. No other single industry in the 
country has so many credit institutions to serve it. In addi- 
tion to being free to call upon all the institutions that serve 
manufacturing and commerce, agriculture has asked for and 
received two special credit systems of its own. 

In view of all the agricultural credit legislation that has 
been enacted during this short period, it is time that we pause 
to examine our agricultural credit policy before we make any 
further recommendations on this subject. Have we, as a na- 
tion, had an agricultural credit policy, or have our legislative 
bodies been passing hit or miss banking laws whenever some 
well-organized political group could exert enough pressure to 
get what they desired? 


I. The Economic Background of Our Rural Credit Problem 


It was not until the early part of the 20th century that the 
problem of credit for agriculture became of importance in 
this country. Previous to this, the farmers were not inter- 
ested in credit but rather in monetary reform. The green- 
back movement and the campaign for free silver bear eloquent 
testimony to this fact. What the farmers were fundamentally 
concerned with during this time was prices, not money nor 
credit. The prices of their products were low, and they were 
vainly groping for some scheme to raise them. The agitation 
against the gold standard during the 80’s and 90’s is unin- 
telligible apart from this explanation. I stress this point in 
the beginning because a large part of our rural credit agita- 
tion in recent years has had its origin in the same cause. In 
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the 19th century, the farmers tried to better their price situ- 
ation through agitating for monetary reform. More recently, 
they have tried to secure the same ends through credit 
legislation. 

The causes which led to the rural credit agitation of the 
early years of this century had their roots in the changing 
nature of our agricultural industry. It is of first importance 
that this be remembered in any discussion of rural credits. 
Farming became a business during the latter part of the 
19th century and the early years of the 20th. For the first 
time, the farmers began to feel their dependence in a large 
way upon financial institutions for the funds necessary to 
carry on their operations. In the first place they had to bor- 
row large sums of money in order to get possession of land. 
Then as our methods of agricultural production changed they 
frequently were forced to have recourse to banks in order to 
provide themselves with working capital. And still more re- 
cently the farmers, not being satisfied with merely producing 
their crops have extended their activities into the marketing 
field. Truly with the coming of the twentieth century the 
isolated occupation of farming had at last become a business, 
and as a business it required credit accommodation the same 
as other kinds of business. 

Nothing is further from the truth than to say that our 
early rural credit agitation had its origin in a depressed agri- 
culture. By and large, our farmers never experienced two 
decades of greater prosperity than they did from 1900 to 
1920. All the evidence seems to show that the farmers eco- 
nomic status consistently improved during these twenty years. 
Until the depression of 1920 agricultural prices, almost with- 
out exception, increased yearly. In fact, from 1909 until 
1919 the Bureau of Labor’s revised index numbers of whole- 
sale prices show that the index for farm products increased 
at a more rapid rate than did the index of prices for all com- 
modities. It was not that the farmers were in a worse con- 
dition than at some previous time in respect to credit facili- 
ties that caused them to make a demand for additional credit 
legislation. Instead, the explanation is to be found in the 
agricultural progress of the period which caused the farmers 
to feel their dependence upon financial institutions for the 
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successful conduct of their business. When this dependence 
was once felt, it was only to be expected that the farmer would 
demand that financial institutions be developed to serve the 
newly evolving needs of agriculture as efficiently as those of 
the city business man served manufacturing and retailing. 

Taking this demand for institutional equality as a keynote 
to our agricultural credit policy, what then are the several 
planks in such a credit platform? In this connection, I am 
speaking of permanent institutions rather than temporary 
ones which the exigencies of the moment may make desirable. 
In the first place, I think everyone will agree that the credit - 
institutions must be made to conform with the needs of agri- 
culture rather than to expect the industry to attempt to con- 
form to the practices of the institution. The starting point 
then in our policy is with the credit requirements of agricul- 
ture. We make a study of these first and then devise our 
institutions to meet such legitimate needs as we find. How- 
ever, when the credit requirements of agriculture are such 
that they can be served by the same institutions that serve 
other industries, there is no need for the government to set 
up special institutions for the farmers’ own particular benefit. 

We must not ask for preferential treatment for agriculture 
—only equality of treatment. Credit institutions must be 
provided that will furnish agriculture access to the loanable 
funds of the country on equal terms with other industries. 
It matters not whether it is in the field of long-time, short- 
time, or intermediate credit. Furthermore, credit to agricul- 
ture should be supplied at interest rates commensurate with 
those paid by other industries for similar loans. The farmers 
have a right to insist that such legislation be enacted as will 
provide them with the necessary facilities for extending them 
loans on these terms. 


II. Mortgage Credit Agencies 


The mortgage credit system which had grown up during 
the past century, when land was comparatively cheap and its 
value uncertain, was not fully meeting the needs of the new 
agriculture. Its specific defects can be summarized as fol- 
lows: (1) the customary term of farm loans was too short 
for the repayment of the loan out of the product of land; (2) 
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the method of repayment was haphazard; (3) the possibili- 
ties and conditions of renewal were uncertain; and (4) inter- 
est charges and commissions were higher than a good farm 
mortgage security under a specialized and mobile system of 
land credit would warrant.? In view of these conditions, it 
was only natural that the farmers would make a demand for 
the establishment of a more adequate mortgage credit system. 

However, when it:came to establishing a new mortgage 
credit system, the greatest diversity of opinion was mani- 
fested among agricultural leaders as to what was needed. 
From January, 1914, when the first rural credit bill was in- 
troduced into Congress, until May 15, 1916, when the Federal 
Farm Act was finally passed, no less than thirty rural credit 
bills were introduced into the Senate and seventy-six into 
the House of Representatives. They varied all the way from 
granting the farmer the unlimited credit of the government 
to merely amending the existing banking structure. By and 
large, the bills can be classified under three heads. One group 
aimed directly to subsidize agriculture by extending to it the 
credit of the government. A second group sought to estab- 
lish land mortgage banks which would be organized, con- 
trolled, and owned by borrowers through cooperative associa- 
tions. And the third group consisted of plans for the organ- 
ization of land banks by private money lenders with very 
little government aid. 

The Federal Farm Loan Act, as finally passed, was obvi- 
ously a compromise measure that tried to reconcile all these 
conflicting points of view. It provided for some measure of 
cooperation, it gave liberal Federal assistance to aid in start- 
ing the system, and it provided a free rein to individuals who 
wished to organize land mortgage institutions for private 
gain. Specifically, the Act aimed to do three things: (1) to 
provide agriculture with a dependable and abundant source 
of capital; (2) to equalize and lower interest rates, and to 
eliminate excessive commission charges; and (3) to improve 
the method of making the loans by providing for a longer 
term loan and the amortization plan of payment. 

In the main, the Federal Farm Loan system has been suc- 
cessful in accomplishing these ends. It is functioning effi- 
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ciently and is placing large amounts of credit at the farmers’ 
disposal at as low rates as any other industry enjoys. It is 
true there are certain aspects of the Federal Farm Loan sys- 
tem that are open to attack. The question of exempting the 
Federal Farm Loan bonds from taxation is one of these. Cer- 
tainly no justification can be given for permitting private 
mortgage companies, owned and operated for profit as are 
the joint stock land banks, to issue tax-exempt bonds. More 
than this, if the idea in setting up the Farm Loan system was 
to establish a mutually owned farm mortgage system whereby 
farmers were to get credit at cost, it seems strange that pri- 
vately owned and operated mortgage companies, like the joint 
stock land banks, should have been established to compete 
with the mutually owned Federal land banks. The joint stock 
land banks are growing rapidly, and at the present time have 
nearly one-half as much credit outstanding as have the Fed- 
eral land banks. 

There is a recent development in our mortgage credit sys- 
tem that should be viewed with more alarm than the growth 
of the joint stock land banks. I refer to the various state 
schemes for granting mortgage credit such as are in force 
in South Dakota and Minnesota. Under these plans, the state 
goes into the farm mortgage banking business the same as 
does the private individual. It sells its own bonds and loans 
the funds to the farmers at cost. The state makes the loan, 
takes the mortgage, and assumes the risk of payment. There 
is no doubt that when the Federal Farm Loan Act was passed, 
the time had arrived when better organization was needed 
for making farm loans. At present, with the Federal Farm 
Loan System in operation, no serious student of agricultural 
finance can possibly take the position that the farmers of 
this country are in such dire distress for long-time credit 
as to warrant the lending by the various states of their own 
credit to the farmers. At the best, all these state schemes 
do is to duplicate the work of the Federal Farm Loan system. 
Looked at from their worst side, they are a form of subsidy 
which it is difficult to defend. Certainly as a matter of agri- 
cultural policy, no economist can maintain that our agricul- 
tural production ought to be stimulated by an extension of 
credit at lower than market interest rates. In the long run 
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such an extension will not make landowning any the easier 
but rather it will tend to increase land values, encourage over- 
indebtedness and aid in land speculation. 

There is always a group of people who bemoan the fact 
that the landless man without capital has no place where he 
can secure the necessary funds to make a beginning at farm- 
ing. It is difficult, however, to see how this situation can 
be remedied by legislation. The man without capital would 
not be expected to start a retail store or manufacturing plant; 
why should we expect him to be able to start farming with- 
out first securing some capital of his own? Farming in this 
country is a business and those who desire to engage in it 
must be able to meet requirements similar to those they would 
have to meet if they undertook any other business venture. 
Should the time come when it becomes necessary to make a 
campaign to increase our agricultural production, it may be 
desirable to offer special credit inducements to men desiring 
to engage in agriculture. At the present time, however, with 
our surplus agricultural production, it would be extremely 
unwise to start a venture of this kind on a large scale. 

At the time that the Federal Farm Loan Act was passed 
there was abundant evidence that the farmers had good cause 
for complaint with the mortgage credit situation as it then 
existed. The establishment of special institutions by the gov- 
ernment for the purpose of providing more efficient mortgage 
credit facilities was, on the whole, a wise and constructive 
piece of legislation. Let us now turn our attention to an 
examination of the short time and intermediate credit facili- 
ties offered by the country banks and the Federal Reserve 
system to see if they were so inadequate, in 1923, as to justify 
the creation of new rural credit institutions. 


III. The Intermediate Credit Problem 


Because of the credit stringency of 1920-21, a general im- 
pression was created that the farmers were suffering from 
inadequate banking facilities. There are many people who 
believe that the troubles which the farmers met with during 
this period were primarily due to a deflation of credit. As 
a result, an insistent demand was made for the establishment 
of institutions primarily to serve agriculture so that “the 
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farmers would not be deflated in the future.” These people 
insisted that our present banking system could not be made 
serviceable to the farmer’s needs without ruining the essential 
commercial character of the banks. The farmers chiefly com- 
plained of three things: (1) that the credit which they were 
able to secure through the regular banking channels did not 
correspond to the production and turnover period of agricul- 
ture; (2) that the interest rate which they had to pay to 
secure credit through the ordinary banking channels was 
higher than that charged to other industries; and (3) that 
the farmers’ cooperative marketing associations were ham- 
pered in their development through being unable to secure 
sufficient credit accommodation. 

No consensus of opinion could be secured in Congress as 
to what legislation was necessary to remedy these rural credit 
defects. Even the Agricultural Bloc could not come to any 
agreement upon this question. Throughout the third session 
of the 67th Congress, no definite action was taken upon any 
of the various rural credit bills which were introduced. Presi- 
dent Harding, in his message to Congress at the opening of 
the fourth session, stressed the need of passing a rural credit 
bill before Congress adjourned, although he did not come out 
in favor of any one particular measure. Toward the close 
of this session the controversy centered mainly around two 
bills—the so-called Lenroot-Anderson Bill, and the Capper- 
McFadden Bill. 

The Lenroot-Anderson Bill was based upon the assumption 
that our present banking system could not be changed to meet 
the credit requirements of agriculture without destroying its 
commercial nature. Consequently it provided for the estab- 
lishment of Intermediate Credit Banks to deal in agricultural 
paper having maturities of from nine months to three years. 
The establishment of these new institutions was not left to 
private initiative but was made mandatory. They were to 
be owned and operated by the United States Government 
with the Federal Treasury furnishing initial capital to the 
extent of $60,000,000. To raise the funds upon which they 
were to operate they were given the right to issue tax free 
debentures. It is rather obvious that this Bill provided lib- 
eral federal aid. 
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The Capper-McFadden Bill, on the other hand, was devised 
with the idea that the Federal Reserve System could be made 
to take care of all the credit needs of the farmer for both 
production and marketing, if only a few changes were made. 
Mr. Meyer, its author, took the position that the only type of 
farming operation that needed a special credit institution was 
the live stock industry. Primarily for this industry, the bill 
provided for the organization of cattle loan companies under 
the name of National Agricultural Credit Corporations. 

The advocates of this measure insisted that if the Federal 
Reserve Act was amended so that the reserve banks could 
rediscount agricultural paper for nine months and so that 
the small country banks with a capital of less than $25,000 
could be permitted to join the Federal Reserve System, that 
this would make possible adequate credit facilities for the 
farmer. In order to provide credit for cooperative marketing 
associations the bill provided that the paper of these associa- 
tions should be classified as agricultural and given all the 
privileges pertaining to that class. The essential difference 
between the two bills was that the Capper-McFadden Bill 
aimed to liberalize and extend the powers of the Federal Re- 
serve banks and to strengthen and develop the existing coun- 
try banks so that the whole banking system could be more 
useful and better adapted to meet agricultural requirements. 
It put its main reliance upon private initiative rather than 
upon governmental aid. The Lenroot-Anderson Bill, on the 
other hand thought the Federal Reserve system insufficient 
for agricultural credit requirements and wanted the govern- 
ment to establish a separate banking system for the exclusive 
use of this industry. 

The various farm leaders, both within and without Con- 
gress could not agree as to which one of these two rural credit 
bills they wanted. The spokesmen for the Cooperative Mar- 
keting Associations said that the present banking system 
could be made to meet all their credit needs if only a few 
changes were made in our banking laws. Their attitude was 
clearly expressed by Mr. Aaron Sapiro in the following words: 

“We do not, therefore, want any governmental bodies set 
up for the purpose of giving farmers access to government 
funds. We want the right to tap the present existing re- 
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sources of the commercial money of the United States—to 
tap them in a way that will make them serve the farming 
interests. * * * Our reliance is practically wholly on ex- 
isting banks and the existing Federal Reserve System. 
* %* * We believe that the existing banks and the Federal 
Reserve system can be made to meet 100 per cent the needs 
of agriculture.* 

The American National Livestock Association took a stand 
similar to the Cooperative Marketing Association. Mr. Fred 
Bixby, President of the Association testified that what this 
industry needed most was some method of enhancing the 
security back of its loans. The following quotation is typical 
of the attitude of the cattlemen: 

“We want to have our industry financed as any other im- 
portant industry is financed. We ask for no government 
money, no tax-free bonds, no red tape with government 
bureaus. * * * We want it fixed now so that the banks 
which buy our paper will buy it because the security is good 
and the loans are safe—not because of the high interest 
rates.‘ 

The majority of farmers’ organizations were in favor of 
the Lenroot-Anderson Bill. These organizations felt that in- 
asmuch as the intermediate credit banks were to be owned 
and operated by the government and would have the privilege 
of issuing tax free debentures it was only reasonable to ex- 
pect that they would furnish cheaper credit to the farmers 
than they could get through the regular banking channels. 
Moreover, at this time the Federal Reserve system was dis- 
trusted by a considerable part of our agricultural population. 

So tenaciously did each group hold to its own opinion that 
it seemed almost impossible to secure any credit legislation. 
Finally a joint committee of both houses was appointed to 
effect a compromise. This committee incorporated both bills 
into one and the 67th Congress in the very closing hours of 
its last session passed this omnibus measure as the Agricul- 
tural Credits Act of 1923. Various Senators and Representa- 
tives freely admitted at the time that they did not know what 
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the results of this legislation would be. The political exigen- 
cies of the moment demanded that some rural credit legisla- 
tion be enacted and, as no agreement could be secured as to 
what was needed Congress, in an attempt to please every fac- 
tion, passed practically all the measures that were before it. 
The result is that the agricultural credit provisions of the 
Federal Reserve Act were amended so that the reserve sys- 
tem could extend more liberal credit to the farmer at the time 
that a new credit system was established for the same purpose. 

I think that practically everyone now agrees that the modifi- 
cations of the Federal Reserve Act contained in the Capper- 
McFadden Bill were on the whole, sound. Certainly they re- 
vealed a real desire to make the Federal Reserve System do 
all in its power to put credit accommodation at the disposal 
of the farmers and their marketing organizations. In view 
of these changes which were made in the Federal Reserve 
Act, the question now arises—was it necessary to set up Fed- 
eral Credit Intermediate Banks? 

The theory underlying the establishment of the Federal 
Intermediate Credit Banks is that our regular banking sys- 
tem cannot safely be adapted to granting the kind of credit 
that agriculture requires. The necessities of agricultural 
production require that a considerable portion of its loans 
should run from nine months to a year. Inasmuch as the 
liabilities of banks are demand liabilities, the banker can- 
not afford to tie up any large portion of his assets in loans 
for such periods. A banker’s first duty is always to his 
depositors, not to his borrowers. Consequently, if in order 
to meet the demands of his depositors he has to restrict his 
loans, he has no other alternative than to insist that some 
of his loans be paid. During normal times, the farmer is 
quite adequately taken care of by the six months loan and 
the promise of renewal. But if his bank should happen to 
be short of funds when the note comes due, he is quite 
likely to be asked to repay it. Thus the farmer is always 
in danger of suffering from a credit stringency because 
of being called upon to pay his note before he is ready to 


do so. Thus runs the argument for the necessity of the 
intermediate credit banks. 
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Let us now submit this reasoning to an analysis. Two 
questions naturally present themselves. 


1. Has the establishment of the intermediate credit banks 
enabled the country banks to make loans to the 
farmers that they could not safely make before? 

2. Has the establishment of the intermediate credit banks 
insured the farmers that they will never suffer 
from a credit stringency in the future? 


The commonly accepted opinion that the ordinary coun- 
try bank cannot extend credit to agriculture for longer 
than six months without endangering its reserve position 
is untrue. Orthodox banking theory has unduly stressed 
the point that if the country banks made loans for over 
six months they were running a risk of being unable to 
meet the demands of their depositors for cash. Experience 
has proved that this theory is false. Country banks have 
always been extending credit for six months and then re- 
newing these notes two or three times. No trouble has 
resulted from this practice. The difficulties which country 
banks encountered in 1920-23 were not primarily due to 
the length of the maturities of the loans, but principally 
to the security back of the loans. Because the security 
back of the paper proved worthless in so many cases was 
what was responsible for the large number of bank failures 
which occurred in our rural districts during the last few 
years. A large part of our country banks’ assets which 
were called “frozen assets” could more properly have been 
labeled “worthless assets.”’ It is true that a bank may be 
closed because of “insufficiency of cash,” but when that 
bank is liquidated and it only pays from ten to twenty 
cents on a dollar of its liabilities, it would seem that the 
causes for the bank’s failure lay deeper than the length 
of time for which its loans were made. 

The establishment of the intermediate credit banks has 
not enabled the country banks to make loans that they 
could not safely make before. Country banks are no more 
willing today to make loans for over six months than they 
were before the Agricultural Credits Act of 1923 was 
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passed. The real reason for the country banker’s reluctance 
to make loans for a longer period than this is not so much 
due to the fear of tying up his assets in non-liquid form 
as it is to the fact that there tends to be more risk attached 
to the longer term loans. If a note comes due every few 
months, the banker has the opportunity of evaluating the 
security back of it each time the borrower seeks its renewal. 
If more security is required as a prerequisite to the renewal, 
the banker is in a position to demand that it be put up, 
or if he thinks that the borrower is getting over-extended, 
he can ask that the loan be repaid. But if a note is made 
in the first place with a long maturity, the banker has no 
way of checking up on the security back of the loan during 
the lifetime of the note. 

It must be remembered that safe credit extension re- 
quires that a banker keep in close touch with the business 
affairs of his borrowers. Rural credit is no different in 
this respect than any other. If the country banker: re- 
quires his farmer customer to seek a renewal of his note 
every six months, he is thereby enabled to keep in touch 
with the financial condition of his borrower. It is no 
doubt true that this practice puts the farmer at the mercy 
of the banker, but it must also be remembered that the 
banker is just as desirous of loaning out his funds, provid- 
ing that the security is good, as the farmer is of borrowing 
them. No amount of facility for rediscounting long-term 
paper will make country bankers willing to extend loans 
on open notes for periods over six to nine months. The 
risk is too great. 

Under the liberal provisions of the Federal Reserve Act, 
country member banks have little difficulty in securing all 
the accommodation that they need to take care of their 
unusual demands either for cash or loans. Those country 
banks which are not members of the Federal Reserve Sys- 
tem secure these services through their correspondent 
banks. The correspondent banks are able to render this 
service to the smaller country banks due to the fact that 
the Federal reserve banks stand ready to render them a 
similar service. Providing the country districts have suffi- 
cient capital invested in banking, and the farmer customers 
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of these banks have good security for their notes, the only 
limit to the amount of credit which can be extended to 
these sections is the limit imposed upon the Federal reserve 
banks. We must always remember that the Federal Re- 
serve Act requires these institutions to maintain a gold re- 
serve of 40 per cent against their outstanding notes and 
35 per cent against their deposits. If these ratios are not 
encroached upon, and if there is good security for loans, 
it is evident that the country banks can rely upon borrow- 
ing and rediscounting with city correspondents and with 
the Federal reserve banks to take care of all their seasonal 
needs. 

The fact that country banks can finance the farmers in 
the so-called intermediate credit field, does not necessarily 
prove that there is no proper field of activity for the 
intermediate credit banks. Certainly no one would argue 
that because the country bank can safely loan a portion of 
its funds in long-time mortgage security that there is no 
legitimate field for farm mortgage banks. The question 
changes at this point from “Can our banking system, with- 
out the aid of the intermediate credit banks, safely grant 
the farmers intermediate credit?” to “Is it best for the 
banks to do so?” Clearly, the experience of the past proves 
that our banking system has financed our farmers in this 
field without bringing the system to ruin. The question 
now arises: Will the intermediate credit banks enable the 
country banks to do this financing more efficiently than it 
has been done in the past? 

The answer to this question depends upon how necessary 
it is to establish an institution to serve as an intermediary 
between the country banks and the city banks located in 
the large money centers. Is it necessary to build up an 
extensive discount market throughout the country for agri- 
cultural paper independent of the Federal Reserve System? 

If the country banks could not become members of the 
Federal Reserve System a stronger case could be made for 
the necessity of maintaining the Federal intermediate credit 
banks. At the present time our country banks need not 
be so isolated from our money centers as to demand the 
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between them and the loanable sources of capital within 
the country. With all the facilities for rediscounting and 
bank borrowing provided by the Federal Reserve System, 
it is impossible to make a strong case for the necessity of 
having the intermediate credit banks for this purpose. The 
Federal Reserve System provides facilities whereby the 
most remote country bank can get in touch with sufficient 
credit accommodation to make it an elastic credit institu- 
tion. Even cooperative marketing associations, located in 
small cities in the interior, have been able to make con- 
nections through our regular banking channels with the 
money lenders in distant cities. During the present year, 
1924, they have been able to secure funds cheaper in this 
way than they could secure them from the intermediate 
credit banks. 

Thus far, we have said nothing about the possibilities of 
the farmers organizing state agricultural credit corpora- 
tions in order to secure funds from the intermediate credit 
banks without the aid of their local banks. The Agricul- 
tural Credits Act of 1923 makes provision whereby the 
farmers can secure credit both for purposes of production 
and marketing without having to rely upon their local 
banks. To finance the marketing of their products, the 
farmers can secure funds direct from the intermediate 
credit banks, providing they organize a cooperative market- 
ing association and pool their commodities. From an agri- 
cultural credit corporation, the farmers can secure credit 
for production purposes. The question now arises: Is 
it desirable that large numbers of these agricultural credit 
corporations should be organized? The following table 
shows the extent to which they have been established at the 
present time: 


Agricultural Credit Corporations by Districts. August 1, 1924 


Number Number 
1 
7 


102 New Orleans _________ 5 


| 
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An examination of the table shows that by far the larg- 
est number of these corporations have been organized in 
those states which have suffered so severely from bank 
failures during the past two years. The greater part of 
them have been organized as adjuncts to country banks. 
There is little doubt but that a good many badly over-ex- 
tended banks organized these credit corporations in the 
attempt to get loans from the intermediate credit banks 
upon security of less value than that demanded by either 
the Federal reserve banks or their correspondent banks. 


’ Of course, in the main they were disappointed. Credit 


relief did not come to the Northwest until an emergency 
credit institution was organized which was willing to make 
loans upon security of doubtful value. 

Sufficient time has not elapsed as yet for any final judg- 
ment to be passed upon the work of the agricultural credit 
corporations. For the present, it is impossible to predict 
just what their development is going to be, and how severe- 
ly they are going to compete with the country banks. One 
financial writer views their possible growth with the great- 
est alarm.’ He sees in them a possible unfair competition 
with the banks which may ultimately result in grave danger 
not only to the rural banks but to the whole Federal Reserve 
System. Believing that their potential danger to our bank- 
ing system is so great, he advocates the repeal of the whole 
Agricultural Credits Act. 

Without concurring in this extreme view, the author does 
not deem it desirable that agricultural credit corporations 
should be established on a large scale as competitors to 
local banks. If a large number of agricultural credit 
corporations are organized as competitors of banks, it will 
not only work to the detriment of the banks but also to the 
detriment of the poorer farmers of the community. It will 
inevitably work out in practice that the credit corporation will 
have to reject all applications for loans to those farmers whose 
security is at all doubtful. The result is likely to be that the 
agricultural credit corporation will only take away from the 
bank its best customers and will leave the bank to take care of 
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the poorer farmers. This will work a hardship to the bank, 
and will do nothing to extend credit to those farmers who 
need it the most. 

The Federal intermediate credit banks will not be able 
to insure a plentiful supply of credit to the farmers when- 
ever there is a general credit stringency in the country. 
When the reserves of our banking system are used up, there 
is no possible way in which we can extend additional credit 
if we wish to remain on the gold standard. At such times, 
the Federal intermediate credit banks will be unable to 
grant additional credit to the country banks. The inter- 
mediate credit banks have no way of securing funds other 
than through the sale of debentures either to private in- 
dividuals or to the reserve banks. If these sources of funds 
are already used up, it is evident that the intermediate 
credit banks will have no place to secure additional capital. 
In the final analysis, the limits to the amount of credit that 
the banks of the country can extend depend upon the gold 
reserves of the Federal reserve banks. No machinery which 
can be devised can extend this amount. : 

During a period of financial crisis, the intermediate credit 
banks will try to insure that agriculture gets its share of 
the available amount of credit that is in the country. The 
extent to which they will be able to do this will depend 
upon their ability to sell their debentures. It is hardly to 
be expected that the Federal reserve banks will be willing 
to buy these debentures when their reserve ratio is falling 
low. And private investors will not purchase them when 
money is tight unless they have such high interest rates 
as will severely restrict borrowing. Thus the farmers will 
inevitably feel the credit stringency. No one can confi- 
dently expect that agriculture will be provided with an 
abundant supply of credit if all other lines of business are 
suffering from an insufficient supply. 

The Agricultural Credits Act of 1923, overstresses the 
need of intermediate credit for agricultural production. 
It underestimates the ability of the country banks and the 
Federal Reserve System to grant this kind of credit. It 
was framed upon the mistaken idea that country banks 
would extend loans to farmers from nine months to three 
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years if a rediscount service for this class of paper was fur- 
nished them. In an attempt to make the farmers somewhat 
free from their local banks, the Act provides a method 
whereby the farmers can secure credit without being forced 
to rely upon the existing banks. However, as we have 
pointed out, if this method is resorted to on any large scale, 
it will work a radical] change in our banking structure, the 
results of which we can only surmise at this time. This is 
the opinion not only of bankers but also of some of the 
leaders of farm organizations.‘ 

In spite of the fact that neither the cooperatives nor the 
ranchmen advocated the creation of the intermediate credit 
banks, these institutions have their greatest field of service 
- in financing the cattle industry and the cooperative marketing 
associations. Their organization is peculiarly adapted to tak- 
ing care of cattle paper. When the range cattle industry once 
more gets on a firm foundation, it should have no difficulty in 
getting all the credit it needs from these institutions. While 
the cooperative marketing organizations secure only a small 
fraction of their total loans from the intermediate credit 
banks, they always have these institutions to fall back upon in 
case they cannot secure adequate credit accommodation 
through the regular banking channels. The leaders in the 
cooperative movement feel that this potential service is of 
great value to them. 

In conclusion, I have two suggestions to make for improv- 
ing our short-time rural credit facilities. In the first place, 
more effective care should be exercised in the granting 
of bank charters. In view of our recent experiences, it 
appears that the most outstanding weakness of our present 
rural banking situation is due to the large number of small 
independent and isolated banking units. Frequently these 
units are too small to operate either efficiently or safely. 
Recently a bank failed in Oklahoma with a capital of $10,- 
000, a surplus of only $620, and deposits of $54,900. Was 
there the least prospect of a bank of this size being able 
to stand even*normal losses? This is not an isolated case 
but one that can be duplicated dozens of times among the 
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700 bank failures that have occurred during the past year. 
Is it not time that our state banking laws be revised so 
that state banking departments can exercise more effective 
control over the quasi public business of banking? 

It is very doubtful if the rural credit facilities of this 
country can be materially improved except by working 
through the existing country banks. Any change which 
will make these institutions operate more efficiently will 
redound to the benefit of their farmer customers. In my 
opinion, rural credit legislation, in order to be effective, 
must concern itself with improving the status of the farm- 
ers’ local banks. It is with this thought in mind that I 
make my second suggestion, namely, that a fuller inclusion 
of the country banks in the Federal Reserve System would 
make them more efficient credit institutions. 

At the present time, there are nearly ten thousand eligible 
state banks which have so far refrained from joining the 
Federal Reserve System. By far the greater number of 
these banks are located in our agricultural states. Inas- 
much as these banks do not have any direct relation with 
the Federal Reserve Banks, they do not have direct access 
to our largest sources of reserve credit. As a result, when 
the need comes for them to expand their business, they 
have to rely upon what accommodation they can receive 
from city correspondent banks. It is true that during ordi- 
nary times these city correspondents take good care of the 
country banks’ needs. But when the periods of stress come 
and the large city banks themselves are hard up for funds, 
the chances are that the smaller institutions are likely to 
be neglected. This is what took place in many cases during 
the trying times of 1920-21. If the states would exercise 
stricter supervision over the granting of bank charters, 
and if the eligible state banks would become members of 
the Federal Reserve System, there is little doubt that our 
rural banking system would be so improved that it could 
take care of the farmers’ needs for production credit. 


IMMIGRANTS AND AMERICAN AGRICULTURE’ 


ALEXANDER E. CANCE 
MASSACHUSETTS AGRICULTURAL COLLEGE 


While agriculture is peculiarly an industry of the native 
born, men of foreign birth have always held an important 
place in American farming. Before 1900 the Federal Census 
Bureau gathered very few facts concerning the nativity of 
farmers, or at least kept them a dark secret. In 1909 the 
Federal Immigration Commission provided for a tabulation 
of the more important facts of the 1900 census concerning 
farm workers. Since then certain data for 1909 and 1919 
have been put in order with sufficient accuracy to permit 
some generalizations. Census data regarding farm laborers, 
who make up about one-half of all farm workers, are very 
meagre, however, and such as we have are found in statistics 
of occupations and not in the statistics of agriculture. More- 
over, while all foreign-born are plainly enough immigrants 
of one sort or another, their children, whether born here or 
abroad, are for many purposes immigrants of sorts, “near 
immigrants,” so to speak. The Immigration Commission 
took pains to study the immigrant, and his family, especially 
to learn how the second generation occupied themselves 
and how well they melted. Sociological census data of this 
sort concerning farmers and farm hands are neither abundant 
nor satisfactory. 

In 1920, 10.5 per cent of all white farm operators were 
foreign-born, nearly 600,000 in round numbers. They occu- 
pied over 12 per cent of all land occupied by white farmers; 
13 per cent of the improved land; real estate worth approxi- 
mately $9,000,000,000 or 14 per cent of the farm land and 
improvements operated by white farmers. All of these per- 
centages are somewhat lower than in 1910, due partly to the 
falling off in immigrant arrivals from 1914 to 1919. In 1900, 
15.3 per cent of white male farm operators were of foreign 


1This paper was read at the Fifteenth Annual Meeting of the American Farm 
Economic Association, held in Chicago, December 30, 1924. 

Many of the data upon which the conclusions of this paper are based were 
gathered for the Immigration Commission under the personal direction of the 
author in 1908 and 1909. In the course of this investigation, more than 150 
immigrant communities or groups in 19 states east of the Rocky Mountains 
were studied in some detail. 
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birth. The farm labor group as reported by the 1920 census 
numbered about 314, million white workers. Of these almost 
exactly 10 per cent were foreign-born. 

The economic state of our foreign-born in agriculture is 
remarkably good. The percentages of native-born and for- 
eign-born white farmers are as follows: 


Owners Managers Tenants 
Native-born white __________- 65.6 1.2 33.2 
Foreign-born white___._____- 79.9 1.2 18.9 


In general it may be said that while four-fifths of the for- 
eign-born farmers are owners, less than two-thirds of the 
native whites own farms; and whereas one-third of the native 
whites are tenants, less than one-fifth of the foreigners are 
in that class. Approximately 40 per cent of all native whites 
engaged in agriculture are farm laborers; the percentage of 
farm laborers among the foreign workers is almost exactly 
the same. 

Of the white males engaged in agriculture in 1900, 27 per 
cent were either foreign-born or of foreign parentage. In 
1920 the ratio was almost exactly the same. 

(1) It is significant that the percentage of ownership 
among the foreign born is higher than that among native 
white farmers in almost every state where foreign-born 
farmers are important. Common observation and detailed 
studies of immigrant farmers attest the strength of their 
purpose to obtain a stake in the land. In general this ambi- 
tion holds through the second generation. Census data tabu- 
lated for the Immigration Commission showed a larger per- 
centage of farm laborers in the second generation; but the 
fact that a large number of these were less than 15 years 
of age indicated that many of them were working at home. 

(2) The desire to own land is characteristic of almost all 
groups of immigrants no matter what the race, the locality 
or the kind of agriculture practiced. Wherever ownership is 
possible, there ownership is the goal. In Wisconsin, 91 per 
cent of the foreign-born farm operators own their farms, as 
compared with 81 per cent of the native whites. In Nebraska 
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the ratios are 72 per cent as compared with 52 per cent for 
natives and in Alabama 89 per cent as contrasted with 56 
per cent of ownership among the native white farmers. 

(3) In the country as a whole the real estate owned or 
operated by native white farmers averaged $11,144 per farm 
in 1920; for foreign-born farmers the average value was 
$15,464. The fact that most of the foreign born live in areas 
of large farms and comparatively high land values accounts 
in part for this favorable showing. Compared with farmers 
living in the same state the foreigner is often found on the 
less valuable land or is working a somewhat smaller farm. 
However, in 20 states, including New York, Illinois, Iowa, 
Missouri, Nebraska, Kansas, nearly all the Southern states 
(where farms of foreign-born are often worth twice as much 
as farms of native whites), and in a few other states, the 
native white farmer gets on with less valuable real estate 
than the immigrant. In Wisconsin, Minnesota, and the Da- 
kotas, where foreign farmers are numerous, their farms are 
accounted less valuable than those of their native neighbors. 
Many of these “natives” are the sons of immigrants who are 
in many counties the strong farmers and large owners of 
real estate. The census makes no specific report of this im- 
portant class. 


The average farm of the foreign born in Iowa has a census 
value of $37,802. This is $2,500 more than the average for 
any other census group in any state in the country. State 
averages vary from this value to less than $4,000 in New 
Hampshire. In many instances this accumulation of wealth 
is due to better farm practices. More often it is due to thrift 
and saving. On the whole our researches confirmed what 
common observation records—that the parents of this wealth 
were painfully hard work through long hours by all members 
of the family able to toil and a low standard of comfort. 

In 1900, just over 2,100,000 males of foreign origin were 
engaged in agriculture. Of these, 30 per cent belonged to 
the English-speaking races—Canadian, English, Irish, Scotch 
and Welsh. About one-fifth of all occupied males of this 
group, both first and second generations, were engaged in 
farming. Germans made up 37 per cent of farmers of foreign 
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parentage; 28 per cent of the Germans were farmers. More 
than two-fifths of all occupied Swedes, Norwegians, and Danes 
in the United States were farmers or farm laborers. They 
constituted 14 per cent of our foreign farmers. Nearly 40 
per cent of the Swiss and Bohemian workers and one-fourth 
of the French were engaged in farming. These two groups 
accounted for 7 per cent of the immigrant farmers. All of 
these showed larger percentages of the second generation 
than of the first in agricultural pursuits. All told, the races 
enumerated included 88 per cent of the farmers of foreign 
parentage. They belong to the older immigration and have 
become as much a part of our agricultural industry as our 
native white farmers. Indeed, many of our native farmers 
of the third or fourth generation can trace their descent from 
these pioneer race stocks. 

The only available race data for 1920 deal with the country 
of birth of foreign-born farm operators. These operators in 
1920 numbered 581,000 as against 670,000 in 1910 and 714,- 
000 in 1900. Approximately 15 per cent belonged to the 
English-speaking races. Nearly one-fourth were Germans; 
a little over 23 per cent Scandinavian; 10 per cent French, 
Swiss, Hollanders, and Portuguese. Of the new immigration, 
6 per cent were Italian and Polish (double the number re- 
ported in 1910); 15 per cent from Southeastern Europe— 
Russia, Austria, Roumania, Greece, Finland—and 2 per cent 
Mexicans. In other words, three-fourths of our foreign-born 
farm operators are still from northern and western Europe 
or from Canada. 

During the last decade foreign-born farmer operators fell 
off by nearly 90,000, about 13 per cent. The losses were chiefly 
Germans (81,000) and emigrants from the British Isles 
(44,000). This was made up in part by increases of Poles 
(10,000), Italians (8,000), and Mexicans (12,000). In 1900 
the so-called recent immigrants were of slight numerical im- 
portance. Probably 200,000 white male farm workers all told, 
including both the first and second generations, were “recent” 
immigrants. While no statistics are available, I estimate the 
total number of such farm workers to be not more than 
400,000 at the present time, including both first and second 
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generations, but excluding Mexicans and Orientals. The 
number may not be 350,000. 

The studies made by the Immigration Commission in 1909 
established the fact that nearly all recent immigrants, what- - 
ever their race, are capable of doing well for themselves in 
agriculture. It appeared also that these imhmigrants were 
engaging in many different branches of farming in many 
parts of the country; that the handicap of unaccustomed pro- 
duction or climate was not sufficient to interfere with their 
success, provided other conditions were favorable. In spite 
of the fact that a large percentage of these immigrants had 
had agricultural experience before coming to this country, 
and in spite of the conspicuous success in agriculture by cer- 
tain of their fellows, a very small percentage of immigrants 
from eastern and southeastern Europe found their way into 
rural communities in the United States. Certain obvious and 
compelling social and economic conditions made industry more 
attractive. For example, only 10 per cent of the male bread- 
winners of Austrian descent, 6 per cent of the Italians, 4 per 
cent of the Hungarians, 12 per cent of the Russians and Poles, 
were engaged in agricultural pursuits in 1900. Since that 
time the percentage has diminished rather than increased. 

Nearly all of these immigrants are poor. They come to this 
country to better their condition. They have no money to 
invest in land or farming equipment. Upon their arrival they 
must at once engage in some occupation that pays them an 
immediate wage. Probably very few of them know anything 
about agricultural opportunities. These are not advertised 
among incoming immigrants because these opportunities are 
not attractive to them. Moreover, being unacquainted with 
the English language and American customs, it is natural 
for them to drift into rather populous colonies of their own 
race. Most of them are vitally interested in their church 
and religious duties, they have not been weaned from their 
accustomed dietary, and many of them wish their children 
to be educated in their own language. These things are not 
always possible in rural communities. Moreover for most, 
industrial opportunities offer greater material rewards per- 
manently than does:farming. Unless some means of coloniza- 
tion is found or some particular colony has been advertised 
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and made attractive to them, very few of these immigrants 
are likely to attempt agriculture. One of the attractions of 
agriculture to the immigrant was free land. With the pass- 
ing of free land there came at once a receding of the tide of 
immigrants to agriculture in the United States. 

Except in a few instances, seasonal or day labor does not 
appeal to the newcomers. Unless the character of the agri- 
culture demands gangs of laborers, as in certain seasonal 
industries such as cranberry picking, vegetable or fruit grow- 
ing, and the raising of sugar beets, for example, immigrant 
farm labor is likely to feel very much the isolation of the 
rural community. Wages paid in agriculture are not attrac- 
tive to immigrant farm laborers unless they have ambitions 
to become farm operators. Again and again farmers in the 
South have endeavored to induce immigrants to become farm 
laborers. Every such effort has proved unavailing. If the 
form of agriculture was at all attractive the immigrants at 
once decided to become land owners and proprietors. Most 
of the occupations or conditions proved unattractive and in 
a few months the immigrants were found in Chicago, Pitts- 
burgh, or the industrial cities of the East. Any attempt to 
secure capable and efficient immigrant farm laborers will be 
vain as long as opportunity is given to purchase or rent land. 

Any discussion of the relations of the recent immigrants 
to American agriculture is, under ouf new quota law, purely 
academic. In the fiscal year 1913-14, 1,218,000 immigrants 
were admitted to the United States. Of this number, 13 per 
cent were from northern and western Europe; 75 per cent 
from southern and eastern Europe and Turkey; 7 per cent 
from British North America; 1 per cent from Mexico; and 
3 per cent from other countries. That is to say, nearly 1,000,- 
000 immigrants were pouring into this country from eastern 
and southern Europe. For the year ending June, 1923, under 
the first quota act, 523,000 immigrants were admitted. Of 
these, 30 per cent came from northern and western Europe; 
about the same number from southern and eastern Europe; 
22 per cent from British North America; 12 per cent from 
Mexico; and 6 per cent from other countries. For the year 
1924 the total arrivals had increased to 707,000. Eastern 
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and southern Europe had declined to 22 per cent; immigrants 
from British North America had increased to 29 per cent; 
those from Mexico to 12% per cent; with 814 per cent from 
other countries. Under the old quota act 200,000 were ad- 
mitted from northern and western Europe and 159,000 from 
eastern and southern Europe. 


Problem of Immigration Not Solved While Canada, Mexico 
and South America Are Non-quota 


Under the new quota act, conditions have materially 
changed. Only 141,000 from north and west Europe and 
only 20,000 from eastern and southern Europe will be allowed 
to enter, with 3,000 from other quota countries. That is to 
say, instead of three-quarters of a million or more southern 
and eastern Europeans as before the war, only 20,000, a mere 
bagatelle, will now be permitted to enter. It is plain to be 
seen that under the working of this act the entire problem 
of immigration will have to do with the older immigration 
from Europe, with descendents of that same stock from Brit- 
ish North America, and with the Mexicans. 

In fact, it appears that the present problem of agricultural 
immigration is pretty largely concerned with Mexicans and 
perhaps black Portuguese, who come to New England in com- 
paratively small numbers, it is true, but who engage to a 
comparatively large extent in cranberry picking and other 
agricultural industries. The Mexican problem is a much 
more difficult one. In 1914 the number of Mexicans admitted 
was negligible. In 1924, ten years later, the number admitted 
legally was 89,000, practically three times as many as were 
admitted for the fiscal year 1920-21. How many are admitted 
illegally no one knows, but estimates running up to 250,000 
yearly have been made. 

Certain forms of agriculture in the Southwest have found 
these Mexican laborers not unsatisfactory. Indeed, in truck 
growing in certain parts of Texas they are said to be indis- 
pensable if agriculture is to make a profit. Most of these 
Mexicans are comparatively illiterate. They are not easily 
assimilated. Many of them are here temporarily only; they 
add nothing to the social life of the rural community, and 
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little to its economic development. Farmers use them because 
they are the cheapest laborers available, and agriculture 
founded upon them competes with agricultural products in © 
other parts of the country grown with much dearer labor. 
At the rate Mexicans are increasing, partly under the encour- 
agement of farmers and railroads, it seems not impossible 
that 150,000 or 200,000 will soon be admitted yearly through 
regular channels, inasmuch as Mexico is one of the non-quota 
countries and, like Canada, may send into the United States 
as many immigrants as can qualify under our laws. One 
might digress here to point out that the non-quota provisions 
of the Dunn Act leave a wide door open to North American 
emigrants and in part at least nullifies the restrictions prayed 
for by many exclusionists. 

The probable number of future Mexican immigrants is a 
matter of dispute. It is pointed out that the recent influx 
is due in part at least to revolutionary conditions in Mexico; 
that Mexico is on the whole sparsely populated and has no 
overflow population; that Mexican authorities generally dis- 
courage emigration to the United States; that Mexicans have 
very strong home ties, little love for the United States, and 
are induced to come over the river only because driven by 
disorders at home or the promise of high wages in the States. 
Perhaps all this is true. At any rate, the present inducements 
are strong enough to persuade them and the immigrant boot- 
legger to take désperate chances to evade the customs officials. 
The customs officials estimate that two out of three or even 
four out of five came in illegally in 1923. 


‘The arguments in favor of practically unrestricted admis- 
sion of Mexicans for agricultural labor, presented a year ago 
to the Senate Committee on Immigration by a so-called inves- 
tigation committee, applied particularly to cotton growing 
and the cultivation of sugar beets. The great expansion of 
the sugar beet industry under war conditions and a protective 
tariff was pointed out. From Michigan to California, Mexican 
labor is indispensable, because no other laborers will weed 
beets. Hence the future of this industry is made to rest on 
the unrestricted entrance of unskilled peons for this purpose. 
In the same way, the expansion of the cotton area, especially 
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in Texas, commercial onion growing, and to a lesser degree 
sheep herding and cattle grazing, depend on the labor of the 
Mexican Indian and his family. During the war and after, 
Mexicans were freely admitted as temporary agricultural 
laborers, under a relaxation of the usual restrictions. Great 
numbers of them failed to return to Mexico and it is said 
that little groups of Mexicans may now be found scattered 
all over the west as far north as the Dakotas. - Many gathered 
in the cities and entered unskilled occupations or became 
objects of charity. In Los Angeles a group of churches under- 
took to raise $500,000 for five years to care for the needs 
of the Mexican colony in that city. Incidentally, this church 
group found 40 per cent of deaths from tuberculosis among 
those Mexicans, as contrasted with 17 per cent for the re- 
mainder of the city. 


Some of these Mexicans were hired as carpenters, painters, 
and laborers on war construction on the basis of cost plus. 
They knew nothing about saws and hammers and were very 
inefficient, but the longer the pay roll the more the plus. Great 
numbers are employed by railroads as section hands and in 
construction gangs, much to the disgust of farmers who need 
them at lower wages. 


It should be plain that the expansion of any industry on 
the basis of cheap, ignorant, unskilled labor is economically 
precarious. Cheap laborers do not remain cheap. New 
sources of cheap workers must be found to replace those whose 
standards have risen. 


In agriculture, the proprietor is also a laborer who must 
place his own labor and that of his family in competition 
with the labor of his neighbor’s hired man. Restriction of 
immigration means raising the wages and the quality of the 
worker and bringing about closer equality between the em- 
ployer and the employed. Many causes determine the wages 
of labor and the incomes of individual farmers. Perhaps 
none of these causes is more fundamental than the standard 
of living. High standards for an industry in the large mean 
high returns in income. Nothing will more surely increase 
the rewards of farming than the education of farmers to the 
advantages of leisure, wholesome recreation, formal educa- 
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tion, and mental and spiritual development for the whole 
family. Again and again farming communities that had risen 
to the attainment of well-furnished, attractive homes, a 
shorter working day, leisure for recreation, reading or social 
affairs, higher education for all the children, modern conveni- 
ences and leisure for the housewife, have given way before 
an influx of low standard immigrant farmers—willing to 
work hard and long, to put wives and children in the fields, 
to live meagrely in cheap homes, without education or leisure. 
The standards of the second generation are almost invariably 
higher than the first. The third generation should develop 
a splendid type of farmer and citizen. Suppose we again 
induce a flow of new immigration, with lower ideals of educa- 
tion, home life, and standards of comfort? 

The argument is often advanced that none but immigrants 
or low grade laborers will weed sugar beets, pick cotton, care 
for cranberry bogs or work in truck crops. Two answers 
may be made. First, we must not overlook the fact that most 
farm work is done by native white farmers. Only one-tenth 
of all our farmers and farm laborers were foreign-born and 
only two-tenths were colored in 1920. The odium which at- 
taches to certain farm tasks has usually very little foundation 
in sound reason. As between hauling manure or weeding 
beets, wheeling on the sand or spreading it on the cranberry 
bog, husking corn or picking cotton, there seems little choice, 
and yet of each pair one is reputed more honorable than the 
other. The other answer lies in the fact that there is in 
America no farm labor class—unless for the time being Mexi- 
cans and negroes may be so considered. The farm laborer of 
today is the operator tomorrow—or he has become an indus- 
trial worker. This fact is most significant. 

A permanent agriculture in America should be based on 
an intelligent body of both farmers and farm workers with 
high standards of living and high ideals of life and conduct. 
Practically every agricultural occupation is one requiring 
judgment and skill. The care of plants and animals, the 
manipulation of biological forces, the matching of wits against 
the vagaries of the seasons, the battling of weather and un- 
foreseen pests and diseases, the necessity for making inde- 
pendent decisions at every turn, the absence of mechanical 
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tasks, call for the profitable employment of skilled intelli- 
gence. Trained farm workers rather than peon labor should 
be the aim. Moreover, agriculture is not a selective industry. 
Both the fit and the unfit can survive for a long time since 
agriculture is at least partially self-sustaining. 


The Immigration Commission appointed by President 
Roosevelt, after an exhaustive study of immigration in all its 
phases, made a forty volume report and summarized its con- 
clusions and recommendations in part as follows: 

1. While the American people have in the past welcomed 
the oppressed of other lands, care should be taken that immi- 
gration be such, both in quality and quantity, that the pro- 
cesses of assimilation are not made too difficult. 

2. Further legislation concerning the admission of aliens 
should be based primarily upon economic and business condi- 
tions touching the prosperity and economic well-being of our 
people. 

3. The measure of the rational, healthy development of a 
country is not the extent of its investment of capital, its out- 
put of products, or its exports and imports, unless there is a 
corresponding economic opportunity afforded to the citizen 
dependent upon employment for his material, mental, and 
moral development. 


4. The development of business may be brought about by 
means which lower the standard of living of the wage earners. 
A slow expansion of industry which would permit the adop- 
tion and assimilation of the incoming labor supply is prefer- 
able to a more rapid industrial expansion which results in the 
immigration of laborers of low standards and efficiency, who 
imperil the American standards of wages and conditions of 
employment. 

5. The investigations of the Commission led to a recom- 
mendation for the restriction of immigrants, particularly 
those who entered the unskilled employments. Indeed, the 
Commission reported an oversupply of unskilled labor at that 
time in the industries of the country. 

“So far as possible, the aliens excluded should be those who 
come to this country with no intention to become American 
citizens or even of maintaining a permanent residence here, 
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but merely to save enough by the adoption, if necessary, of 
low standards of living, to return permanently to their own 
country. 


“So far as possible, the aliens excluded should also be those 
who, by reason of their personal qualities or habits, would 
least readily be assimilated and would make the least desir- 
able citizens.” 


In every respect it seems to me these recommendations of 
the Commission are sound and apply quite as fully to agri- 
cultural immigrants as to those who enter industry. Our 
country is now mature enough to recognize that nothing is 
more important than the development of a fine, intelligent 
rural population. Now that the inducement of free land and 
unused natural agricultural resources has passed, it is evident 
that the future of agriculture must depend on the intelligent 
utilization and conservation of the factors of production. The 
most important factor in rural life is the agricultural worker, 
who may be either a hired laborer, the proprietor himself, or 
members of his family. It would be most unfortunate if the 
development of agriculture in this country should proceed on 
the basis of dear land, large production per acre, and cheap 
men. 

On the whole, then, the following conclusions may be drawn: 

1. That some of the very best of our farmers are immi- 
grants of the first and second generation. In certain regions 
they are the very salt of the agricultural communities. 

2. An extended study of recent immigrants in agriculture 
leads me to the conclusion that there are no immigrant races 
that can not make a success of agriculture, provided condi- 
tions of settlement and development are right. 

3. Agricultural immigrants are good immigrants. Appar- 
ently the bad effects of congestion in cities, hazards of indus- 
try, and social maladjustments which rouse the foreigner to 
bolshevistic action are not often present in rural districts. 
There seems to be a specific in the land and landed property 
which assists in making any immigrant a good man and 
citizen. 


4. In spite of this fact, it may be stated as a principle that 
it is undesirable to advance the agricultural industry by the 
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importation of cheap labor, either of a temporary or a perma 
nent character that is not easily assimilated. It is much 
better to develop a high standard of living among ruralists 
already on the land. Emergency crises should not be decided 
by the industries interested but by an impartial, judicial 
board, for example, Secretaries of Labor, Commerce, and 
Agriculture sitting together. 

5. Immigrants may be welcomed to agriculture just as im- 
migrants from other industries are welcomed to agriculture 
when there is apparent need for a larger production or for 
more laborers in the industry. During the past few years 
there has been an apparent oversupply of farmers and farm 
laborers. An agricultural readjustment based on an increased 
supply of laborers, while temporarily beneficial to certain sec- 
tions of the industry, can not even in the emergency relieve 
the plight of the industry as a whole. 

6. It is quite useless for any group of agriculturists to 
attempt to secure a permanent supply of agricultural laborers 
by the importation of immigrants, first, because of the com- 
petition for the services of such immigrants in other indus- 
tries; and second, because any agricultural laborers worthy 
of their hire will soon develop ambitions to become tenants or 
farm operators. 

7. Finally, the permanent development of the agricultural 
industry can best be conserved by maintaining the present 
agriculturists or their descendants in a high state of efficiency, 
with a high standard of living and comfort. 


THE TARIFF IN RELATION TO AGRICULTURE’ 


JACOB VINER 
UNIVERSITY OF CHICAGO 


In recent years the farmer and the economist have shown 
a greatly increased interest in the relation of the tariff to 
agriculture. Among the factors contributing to this increased 
interest there stand out prominently: (1) the apparently 
greater possibilities, under the changed conditions governing 
American agriculture, that protection against foreign compe- 
tition may afford the farmer substantial benefits; (2) the 
agricultural crisis, which has stimulated the farmer to seek 
relief in every possible direction; and (3) the increased po- 
litical cohesion and organization of the agricultural interests, 
which have enabled the farmers to influence the course of 
legislation more effectively than hitherto. 


In this opening paper of the tariff discussion I propose 
frankly to treat the relationship of the tariff to agriculture in 
very general terms and in the light of general principles, in 
the confidence that my successors will make what contribution 
to the question can be made by a more or less detailed analysis 
of the bearing on agriculture of particular rates of duty or 
of protection for particular products. I propose further to 
seek in the classical or orthodox theory of international trade 
the fundamental principles which I am to apply to this gen- 
eral problem. I follow this procedure without any elaborate 
attempt here at its defense. The classical approach to tariff 
problems and the conclusions to which it leads when rigorous- 
ly applied to this or other tariff issues may not be acceptable 
to this audience. But the time at my disposal clearly 
does not permit of both the establishment of fundamental 
principles and their application to the specific problem under 
immediate consideration. In any case any plea I could make 
in defense of these fundamental principles would be wasted 
on those whom Adam Smith, Ricardo, and Mill have failed 
to persuade and would be superfluous for those who already 
subscribe to the teachings of the classical economists and 


‘This paper was read at the Fifteenth Annual Meeting of the American Farm 
Economic Association, held in Chicago, December 30, 1924. 
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their modern disciples. One point, however, may be worth 
making here, and that is, that it is not logically permissible 
to proceed without further consideration from a rejection 
of the general case of the classical school in support of laissez 
faire to a rejection of their laissez faire doctrines in every 
instance of their application to an economic question. Laissez 
faire may be unsound policy in some instances, or even in most 
instances, and nevertheless be sound policy in other instances 
where the essential nature of the problem is different. 

It is one of the elementary corollaries of the classical theory 
that no industry operating under competitive conditions can 
profit from tariff protection of its products unless its output 
is less than sufficient to meet domestic demand at the price 
which would be current in the absence of tariff protection. 
It is merely another way of expressing this principle to say 
that no competitive industry can derive benefit from the tariff 
protection of its products if that industry is substantially on 
an export basis. Where there is more or less monopolistic 
control, or where competition is for any reason sluggish, an 
industry producing more than can be readily disposed of in 
the domestic market at a parity with the world price may 
nevertheless profit from tariff protection through the oppor- 
tunity which this creates of maintaining in the domestic 
market a price higher than world parity and of disposing 
abroad at dumping prices of that portion of the output which 
cannot be sold at home. But monopoly, or even sluggish price- 
competition, is not to my knowledge characteristic of any 
important American agricultural product in the form in which 
it is marketed by the farmer. Some qualifications to this prin- 
ciple that “surplus products” cannot profit from tariff pro- 
tection if marketed under competitive conditions should, 
however, be mentioned. 

In a country of great distances, and therefore of high in- 
ternal transportation costs for bulky commodities, one por- 
tion of the producing area may be a surplus area and another 
a deficit area; in the absence of protection, the domestic 
product may control only part of the domestic market. Under 
such conditions a moderate import duty may raise prices in 
the deficit area, while producers in the surplus area continue 
to export, although probably on a diminished scale. This 
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appears to be the situation with respect to hard wheat, where 
a moderate import duty would still permit exports to take 
place from the Pacific coast while it resulted in a higher price 
for wheat east of the Rockies. Also, where a given commodity 
name covers products of substantially different grades or 
types which serve different purposes or different classes of 
consumers and are not in close competition with each other, 
one grade or type may be a deficit product and therefore capa- 
ble of profiting from tariff protection while another is a sur- 
plus product which will not be substantially affected by im- 
port duties on the foreign product. Such is to some degree 
the situation with respect to both cotton and tobacco. The 
price of long-staple cotton in the American market can be 
affected by tariff protection, but not the price of the ordinary 
grades of American cotton. American tobaccos which com- 
pete with Turkish cigarette tobacco or with Sumatra leaf 
for cigar wrappers can and do profit from tariff protection, 
but the types of tobacco chiefly grown in the United States 
are surplus products and cannot profit appreciably from tariff 
protection. But if transportation costs within the domestic 
market are not important, and if export dumping is not being 
practiced, the systematic and substantial export of a com- 
modity is evidence that it is a surplus product and cannot 
profit from tariff protection. In some cases, however, a deficit 
product not subject to these conditions may continue to appear 
in the export trade statistics because of reexport of imported 
commodities in the same condition as originally imported or 
after further manufacture, with exemption from import duty, 
if any exists, through exercise either of the bonding or of the 
drawback privilege. Such is to some extent the explanation 
of the continued export of hard wheat from the United States 
both in the grain and as flour. 

American agriculture, taking it at large and disregarding 
differences in the situation of different agricultural products, 
is and has been since colonial days a surplus product industry. 
It has therefore not been on the whole in a position to profit 
from tariff protection. American manufacturing, taking it 
likewise at large and without regard to differences in the 
situation of .different manufactured products, has been 
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since colonial days a deficit industry and has therefore been 
in a position to profit from tariff protection. 

There result, however, from the excessively broad classifi- 
cations of this mode of analysis excessively sweeping general- 
izations, and while the conclusions derived from such reason- 
ing are not without weight, many significant phases of the 
problem tend to be concealed thereby. While agriculture as 
a whole has been a surplus industry, some agricultural prod- 
ucts have been deficit products, and these products, to the 
extent that they were being produced in the United States 
and were protected by the tariff against foreign competition, 
profited directly from the American tariff policy. Taking 
the period since colonial days as a whole, there were not many 
agricultural products which were so situated. But of those 
that were so situated, several were of considerable importance, 
notably tobacco, sugar, wool, and hides. On the other hand, 
while manufacturing has on the whole been a deficit indus- 
try, there have been for many years a considerable number 
of American manufactured commodities which were substan- 
tially on an export basis and which could not profit, there- 
fore, from American tariff policy if monopoly control of the 
domestic market for these commodities did not exist. 

The situation, moreover, has not been static, and there has 
been under way since the last two decades of the nineteenth 
century a decided trend in the direction of a reversal of the 
relationship of the tariff to agriculture and manufactures, 
respectively. This trend has manifested itself in the shift of 
a number of important agricultural products from the sur- 
plus to the deficit situation, for example, spring hard wheat, 
some dairy products, cattle, and hides and skins. Other agri- 
cultural products still in the surplus class appear to be rapidly 
approaching the point where they will be transformed into 
deficit commodities. This general trend is made evident also 
by the steady decline in the per capita production of agricul- 
tural products in the United States and by the increasing 
importance of such products in this country’s import trade as 
compared with their decreasing importance in the export 
trade. The war period brought somewhat of a check to this 
trend, but clear indications are already visible that what check 
there was was of a temporary character and that its effects 
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would not persist very long. The causes of this trend are 
deeply embedded in the whole complex mass of factors which 
have been determining the general course of American eco- 
nomic development, but amidst this welter of causal forces 
there may be distinguished as outstanding factors; on the 
side of agriculture, the growth of population and the exhaus- 
tion of the supply of virgin fertile land; on the side of manu- 
facturing, the development of American industrial technique, 
especially as applied to large-scale mass production. In the 
technical language of the theory of international trade, Ameri- 
can manufactures are acquiring the comparative advantage 
in the utilization of American capital and labor resources 
which formerly resided with agriculture. 

As American agriculture moves toward the deficit stage, 
its capacity to profit from tariff duties on foreign agricultural 
products increases. Another factor operating in the same 
direction is the tendency of American farmers in recent years 
to engage in the production, under tariff protection as a rule, 
of agricultural commodities formerly wholly or almost wholly 
imported. Conspicuous examples are tropical fruits, long- 
staple cotton, certain types of tobacco, and certain European 
types of cheese. Until American production of such commodi- 
ties reaches the point where it can supply all of American 
consumption at prices at parity with world prices, their Amer- 
ican producers can profit from import duties thereon. At 
the same time, moreover, that the capacity of American agri- 
culture to profit from import duties on its own products is 
increasing, its exposure to injury from tariff protection to 
non-agricultural products is decreasing. When manufactures 
reach the surplus stage, tariff duties thereon, in the absence 
of monopoly, cease to have any effect on domestic prices and 
become nominal duties. Even before a commodity reaches the 
surplus stage, if a moderate duty will be wholly prohibitive 
of imports any excess of duty above the minimum which will 
exclude imports will, in the absence of monopoly, be wholly 
nominal in its effect on domestic prices. With respect to 
many, though not by any means with respect to all, manu- 
factures the farmer can now regard with indifference the 
upward and, but to a lesser extent, the downward movements 
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of tariff schedules, as having no real significance either for 
himself or for anyone else. The time appears to be approach- 
ing when American agriculture will be in a position to gain 
more than it can lose from a policy of tariff protection. 

In England, Germany, Belgium, and other European coun- 
tries, the history of the tariff controversy is in large part a 
history of the changes in the attitudes which different pro- 
ducing groups took toward tariff protection as their economic 
interests changed. In these countries the reversal of the 
tariff interests of the major producing groups was marked 
after surprisingly short intervals by a reversal of their tariff 
convictions and policies, free traders becoming protectionists 
and protectionists suddenly acquiring faith in the economic 
validity of the free-trade argument. In the United States the 
logical quality of tariff controversy has on the whole been 
low, perhaps because, on the one hand, the group which had 
a vested interest in tariff protection were possessed of so 
assured a dominance in political affairs and so close a monop- 
oly of social prestige while, on the other hand, those whose 
interests were opposed to protection were often through their 
lack of education in tariff fundamentals in such virgin ignor- 
ance of the real situation, that the former group found that 
almost any sort of argument would adequately serve their 
purpose. The validity of the general case for protection was 
very nearly universally taken for granted. What controversy 
there was with respect to the tariff was in the main a quarrel 
between rival claimants for its blessings, or else was the con- 
sequence of variance in the estimates as to its proper height, 
instead of being a clear-cut issue between the protective and 
the free-trade principles. Even in professorial circles the 
long-continued dominance of protectionist doctrine in the lay 
world has had its influence. Economists whose methods of 
analysis would logically lead to acceptance of the free-trade 
principle, at least as a long-run proposition, often show a 
hesitance unseemly in scholars to express their unpopular 
convictions or, avoiding the burden of pursuing truth to its 
ultimate lair, they embrace empty and question-begging 
formulae such as “equalization of costs,” or its latest variant, 
“equality of competitive conditions.” Still others give dispro- 
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portionate weight to those subtle and ingenious arguments 
in support of protection which are logically consistent with 
the economic theory of international trade and in fact were 
first expounded by the English free-trade school itself, but 
which are almost necessarily of negligible importance as com- 
pared to the counter-arguments against protection. 

But in spite of this lack of clear and rigorous thinking, 
even from the point of view of self-regarding interests, on 
the tariff question in the United States, there is some evidence 
that the process of change of convictions to conform to 
changes in economic interests which is one of the outstanding 
features of European tariff history will not be without a 
parallel in this country. Metropolitan newspapers which have 
traditionally supported the policy of protection to whatever 
extremes it was carried when protection meant protection to 
manufactures, and when special exemption was made of pulp 
and newsprint where they had a special conflicting interest, 
are now almost in complete unison in opposing more tariff 
protection for agriculture, either on the insincere ground 
that it would be wholly without effect or on the basis of 
reasoning which is derived essentially from the free trade 
doctrine upon which they have so long heaped ridicule. The 
manufacturers themselves, after 150 years of unswerving 
loyalty to the principle of protection, are here and there show- 
ing signs of wavering faith. The farmers also, or at least 
their official and unofficial spokesmen, are repudiating their 
previous free-trade utterances and are even discovering that 
moderation in tariffs is no longer necessarily a virtue, now 
that agricultural commodities are acquiring the capacity to 
profit from real tariff protection. The consumer alone is con- 
sistent by remaining silent and inert while conflicting pro- 
ducers quarrel as to who shall pick his bones. 

It will be some time yet before farmers as a whole can 
reasonably hope to gain as much from tariff protection on 
their own products and the continuance of protection for 
manufactures as they would gain from the gradual elimina- 
tion of all protection. If farmers, moreover, instead of un- 
reservedly opposing protection to manufactures, continue 
their policy of the last few years of exchanging toleration of 
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the further extension of existing protection to manufactures 
for the concession of import duties on agricultural products, 
past experience strongly indicates that, in spite of their im- 
proved political organization and their more vigorous leader- 
ship, the farmers will be outwitted in the bargaining process 
and will concede more than they receive in return. Assum- 
ing, however, what may perhaps be true, that the farmers 
do not have it within their power appreciably to control the 
trend of tariff legislation except with reference to their own 
products, and that the degree of protection afforded to manu- 
factures will be what it will be, regardless of what treatment 
is extended to agricultural products, it cannot be gainsaid 
that the protected farmers will be better off, as farmers, with 
protection than they would have been without it. Time is 
working, moreover, on the side of the farmer, as has already 
been pointed out, both to increase his capacity for profiting 
from protection of his own products and to decrease his ex- 
posure to injury from protection of non-agricultural products. 
But sore of the cost of agricultural protection will be borne 
by the farmers themselves as consumers of each other’s prod- 
ucts, and much of the resultant increase in agricultural prices 
will be absorbed by the higher costs of production resulting 
from the pushing of the cultivation of the protected commodi- 
ties beyond what would be the margin of profitable produc- 
tion in the absence of protection. It is probable, moreover, 
that the bulk of the net gain from agricultural protection, 
such as it may be, will be appropriated by the owners of agri- 
cultural land and will go only in very slight degree to the 
farmers where these are distinct in personnel from the 
landowners. 

Above all, however, is the consideration that the gain to 
the farmer from protection to his products, such as it is or 
may become, is more than offset by the resultant loss to the 
rest of the community. It is true that the charge laid by 
the farmer on the community through the tariff is more than 
matched by the similar charge with respect to manufactures, 
and that in the latter case the evil is further complicated by 
its connections with the monopoly problem. In this as in 
other problems, however, a wrong cannot be converted into 
a right by adding another wrong to it. Nor does there appear 
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to exist any valid appeal to non-economic or to special eco- 
nomic considerations in support of the subsidization of agri- 
culture. There is no obvious military necessity requiring an 
increase in American agricultural production, or even its 
maintenance in undiminished volume, regardless of economic 
costs. There is no clear case for artificial maintenance of 
the balance between urban and rural population, in the ab- 
sence of any convincing demonstration that rural life in the 
United States has important political, religious, or cultural 
contributions to make to American life which it could not 
make, or which it could not make with equal effectiveness, 
even though the proportion of rural to total population should 
fall far below its present level. If agriculture should appeal 
to the infant industry argument in support of protection to 
itself, it would be a valid if not courteous retort that any 
signs of infancy it displays pertain rather to the infancy 
of second childhood than of budding youth. And if agricul- 
ture is in need of alms, there are more economical and more 
equitable ways of distributing them than through tariff sub- 
sidies. 

The sound position for the farmer to take is to disavow 
protection for his own products and to maintain vigorous 
opposition to protection for any other products. If such 
procedure should result simply in the withholding of pro- 
tection from agriculture and its continuance for manufac- 
tures, time will moderate if not wholly remove the unjust 
burden. Though easy to understand, it is not possible to 
justify the farmer’s readiness, the moment opportunity offers, 
to wield against others a weapon against whose unfairness 
he had himself loudly exclaimed when it was wielded against 
him. The protected manufacturer may, perhaps, have no 
standing in court. But the rest of the community is entitled 
to demand that the farmer should seek in other and more 
equitable directions the remedies for his economic ills. 


THE RELATION OF THE TARIFF TO THE SHEEP 
INDUSTRY’ 


J. F. WALKER 
SECRETARY, OHIO WooL GROWERS’ COOPERATIVE ASSOCIATION 


It is a fundamental law of economics that production should 
originate from its cheapest source. Generally speaking this 
proposition is one to which all may safely subscribe. There 
are certain exceptions which are so striking that they may 
be said to emphasize by contrast the universal application of 


this rule, and in this respect wool is the most conspicuous 
illustration. 


In the whole realm of agriculture sheep occupy the most 
important position. Some may, at first thought, challenge 
this statement and think of the cow as more important. Yet 
sheep’s milk can, and does in some countries, furnish a satis- 
factory substitute for that of the cow. Mutton is as palatable 
and nourishing as any meat. The hide furnishes a fair qual- 
ity of leather, and above and beyond all this the sheep has 
the distinction of furnishing through its fleece the most dur- 
able fabric known to man. Through its peculiar structure it 
serves well the nations of both arctic and tropic regions and 
is practically indispensable to the comfort and health of the 
inhabitants of the temperate zones. 

The conservation of the industry and its expansion to the 
point of adequately meeting the needs of the consuming public 
should be a matter of concern to all. 


In spite of the importance of an adequate sheep husbandry 
and its direct relation to the welfare of the nation its history 
has been a precarious one and in the main not a profitable 
one to those engaged in it. This is amply proven by the fact 
that the past 30 years have witnessed a steady decline in 
sheep population, not only in our own country, but in other 
great wool-producing sections of the world. Men as a rule 
are apt to pursue those branches of industry offering them 
the greatest remuneration, and the fact that in the world 
today there are some 60,000,000 less sheep than there were 
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a score of years ago simply means that those engaged in agri- 
cultural pursuits are turning to other classes of livestock or 
utilizing for grain land formerly occupied by sheep in the 
belief that in so doing they are bettering themselves 
financially. 

It is generally recognized that sheep husbandry is a fron- 
tier industry and, as a country becomes settled, all the better 
land is utilized for other purposes and the sheep are gradually 
driven out. This has resulted in a diminished supply of wool. 
On the other hand, population is steadily increasing. Na- 
tions such as Japan and China, who for countless centuries 
have used padded cotton, are discarding these fabrics for the 
lighter, warmer, and more adaptable woolen ones. In 1896 
our population was 70,000,000 people in the United States. 
Today we have over 110,000,000 and no more wool than then. 
So today we are faced with the prospect of a steadily increased 
demand, on the one hand, and a decreasing or at the most 
stationary supply on the other. 

The question which must be decided, therefore, is: First, 
is the industry worth conserving; and second, if so, what is 
the best plan to pursue? 

As to the first question there can be but one answer. Con- 
sider the available sources of wool open to us today. Figure 
out what effect the entry of Japan into the wool manufactur- 
ing business has had on the markets of the world already, 
and she has just started to supply the needs of her 400,000,- 
000 potential consumers in her own country and China. What 
will be the result in price on world wool stocks when the in- 
dustry becomes fully developed? 

Again turn back to the year 1918 when our supply of im- 
ported wools was temporarily cut off. Every available pound 
of wool was commandeered by the government for military 
requirements, and the civilian population was placed on a 
shoddy basis. What would the effect be were we at war with 
the great wool-producing countries of the world, considering 
the fact that we normally produce two-fifths of our peace re- 
quirements of wool? While such a contingency may be ex- 
tremely remote, no nation is stronger than its weakest spot, 
and a nation forced to ration its clothes is in but little, if any, 
better position than one rationing its food supply. An army 
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may travel on its belly but its fighting morale is kept up on 
the clothes provided for its comfort. There is but little choice 
between an empty stomach and a bare back, and in this con- 
nection there is no satisfactory substitute for wool. 

There is another factor and one that economists have not 
as a rule placed the proper stress upon; this is the conserva- 
tion of our natural resources. No animal in the whole list 
of livestock has as beneficial effect on land as do sheep. Espe- 
cially is this true in the rougher sections of our country. 
Sheep have a natural instinct for bedding on the high points 
in a field; their manure accumulates in these points, and 
through the action of the rain this fertilizing effect is dis- 
tributed over the entire surface. Other animals bed down in 
the valleys and constantly denude the hill tops. 

There are great areas in our country suitable for no other 
purpose than sheep ranges. There are large sections in our 
agricultural regions where sheep must be kept if fertility of 
the soil is maintained, and which would be abandoned with- 
out the aid of sheep as soil conservers. Sheep utilize a wider 
variety of feeds than do other stock and serve to keep fields 
and pastures free from weeds, briers, and brush which would 
otherwise take possession or require a large labor item to 
hold in check. 


What then is the best course to follow in building up a sta- 
bilized sheep industry? 


In recent years much publicity has been given to the devel- 
opment of a sheep industry depending on its profits from the 
mutton and utilizing the wool merely as a by-product. Un- 
fortunately, most of the arguments advanced in support of 
this line of procedure have emanated from men who had a 
beautiful line of theories and no actual contact with the busi- 
ness itself and, like the optimistic Colonel Mulberry Sellers, 
could see “millions in it.” These self-appointed advisors, 
most of whom are wool importers or wool manufacturers, fail 
to realize that there are limitations in sheep. A fine fleece 
has never been produced on a mutton carcass and never will 
be because, as in cattle some strains lay on fat and others 
produce milk, so some sheep are bred to distribute most of 
the nourishment they receive through their body in flesh, and 
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others distribute it through the skin to nourish the fleece. The 
more the body receives, the fatter the carcass and the lower 
the quality of the fleece, as in the Lincoln. The more going 
into the skin, the finer the fleece and the lower the mutton 
qualities of the carcass, as in the Merino, and no super-breed 
has yet been developed which combines both qualities in the 
highest degree, as there is a limit to the digestive capacity of 
every animal. 

Neither can sheep raised for mutton be handled as are the 
bulk of the flocks in the country. Such a husbandry calls for 
intensive cultivation of crops on high-priced land, the grow- 
ing of forage crops, and abundant grain supplies. Mutton 
breeds cannot be run in large bands successfully, or be kept 
constantly on permanent pastures, as they are more suscept- 
able to disease. This precludes their general introduction 
into the sections which are our greatest source of wool in 
this country, and if put in practice would limit wool produc- 
tion in the United States to the strictly agricultural regions. 

Even breeders of mutton breeds figure on their profits to 
a great extent from the fleece, and in strictly mutton districts 
the ratio is figured about 40 per cent from fleece and 60 per 
cent from carcass. On the other hand, breeders of fine wool 
flocks have carried mutton improvement to the point where 
they figure 40 per cent of their revenue as coming from that 
source and 60 per cent from the fleece. Using these percent- 
ages as a basis, surveys from the Department of Agriculture 
show that the cost of maintenance and the percentages of 
profit and loss through a period of years are about the same 
in both types of sheep husbandry. 

Another real factor meriting careful consideration is that 
decreased domestic stocks of wool mean increased competition 
for foreign-grown wools, and, as the past few years have 
demonstrated, there is a growing effort to control prices on 
these sources of supply. Is it not very reasonable to assume 
that these producers would be ready to take advantage of 
any situation which would give them greater control of the 
world’s markets and that the consumer of woolen fabrics 
would soon pay fully as much as though he were helping to 
maintain and develop a sheep industry at home which could 
and would in a few years adequately meet the needs of the 
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public if it had some assurance of a fairly prosperous future? 

It is entirely out of the question for the sheep man in the 
United States to compete with foreign-grown wools today. 
Labor, land values, and overhead costs are all in favor of the 
foreign wool producer and will continue to be for a long time 
to come. Some form of equalizing his costs must be arranged 
if he is to succeed. The most efficient way to do this is through 
the imposition of a tariff. 

In advocating a tariff I am well aware that there is a wide 
diversity of opinion, some advocating a protective tariff, some 
are for revenue only, while others are in favor of free trade. 
One very pertinent fact stands out, however, and that is that 
woolen manufacturers have always enjoyed some degree of 
protection, even in avowed free trade administrations. Such 
a procedure has not benefited the consumer, but has been very 
disastrous to the producer of wool. The only attempt to jus- 
tify such a discrimination has been on the ground that wool 
is a raw product. It is a strange attitude on the part of a 
man to classify wool as a raw product. It requires a year 
of careful attention to produce a merchantable fleece and only 
a few days to convert that fleece into a fabric. It takes years 
of constructive breeding to develop wools of desirable grade 
and more factors enter into its production than in the manu- 
facture of cloth, intricate as that may be. The manufacturer 
of wool must consider feed, climate, breed characteristics, and 
a thousand minor details in the production of a merchantable 
quality of wool, and to call his product “raw material” is an 
insult to his efforts and intelligence. 

This attitude persistently followed by so-called free 
traders brought forth from President Cleveland on his refusal 
to sign the Wilson Tariff Bill the following scathing denun- 
ciation: “It may well excite our wonder that Democrats are 
willing to depart from this, the most democratic of all tariff 
principles, and the inconsistent absurdity of such a proposed 
departure should be emphasized by the suggestion that the 
wool of the farmer be put on the free list, and the protection 
of tariff taxation to be placed around iron, ore and coal of 
corporations and capitalists. How can we face the people 
after indulging in such outrageous discriminations and vio- 
lations of principles.” 
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The constant use of wool as a political football has served 
well to discourage its expansion in our country and kept the 
wool grower in a frame of mind where the least adverse legis- 
lation served to stampede him. So, while it is true that the 
grower of wool has not always received the benefit of the duty 
levied in his favor, due to especially prepared wools for Amer- 
ican trade and market manipulations by speculators, there 
has been a psychological aspect of the matter which has had 
a direct influence on wool production. This is evidenced by 
the fact that any lowering of the tariff has been followed by 
decreased wool production in the country, and an increase in 
tariff rates shows a corresponding increase in wool, as the 
following will show. 


In a five-year period, beginning in 1867 with a tariff of 10 
cents per pound plus 10 per cent- ad valorem, the average 
wool production in the United States was 161,000,000 pounds. 
In 1872 a 10 per cent reduction became effective lasting for 
three years and wool production averaged 157,000,000 pounds 
for this period. The 10 per cent reduction was repealed in 
1875 and from then to 1883 we averaged 217,000,000 pounds. 
In 1883 the tariff was slightly increased and from then to 
1890 we averaged 288,000,000 pounds. The McKinley Bill 
of that year still advanced tariff rates, and wool growers re- 
sponded with an average production of 313,000,000 pounds 
for the next four years, reaching 348,000,000 pounds in 1894. 
That year wool was placed on the free list, and during the 
following three years production sagged down, averaging 
283,000,000 pounds, the last year seeing only a 260,000,000 
pound production. The next sixteen years under a protection 
of 11 to 12 cents per pound grease basis served again to in- 
crease wool production to an average of 309,000,000 pounds, 
when the Underwood Bill of 1913 once more placed it on the 
free list. From that time until the enactment of the emer- 
gency tariff of 1921, we dropped to an average of 288,000,000 
pounds, the last year to 271,000,000 pounds. No increase has 
been noted since that date, as the very heavy liquidation of 
sheep in 1921, particularly of breeding stock, precludes any 
immediate increase. The higher prices for lamb on the mar- 
ket has caused many a ewe lamb to travel that path, which 
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might have beeen saved for breeding purposes had not 
growers been in need of ready money, or had they been as- 
sured of a continuation of present tariff rates. The year 1924, 
however, shows the keenest interest in the business, and if 
our present tariff is continued the next few years will see a 
greater wool production than we have had for a long time. 

When one considers that a graph of wool prices to growers 
in the United States for the past fifty years very closely re- 
sembles the business side of a cross-cut saw, and that a con- 
stant menace of vast stocks of cheaply grown foreign wools 
was constantly held up before the grower, it is no wonder 
that we have not developed our sheep industry more than 
we have. One may question the judgment of the sheep man 
whose business has carried such an element of risk in it with- 
out hope of proportionate profit, but his persistency is entitled 
to a measure of admiration. 

The statement has been made that our past tariffs have 
never resulted very much to the advantage of the grower, 
and this is partially true. It might be stated with equal truth- 
fulness that placing wool on the free list has not reacted to 
the advantage of the consumer, as a study of retail prices 
for the past 30 years will show. While the tariff is used 
as an argument for the high cost of clothing when a tariff 
is in force, labor, overhead, and distribution charges are the 
ones called into play when there is no duty. Neither has the 
quality of the cloth improved under free trade administra- 
tions, as statistics show the use of as many wool substitutes 
during such periods as at any other. So there has been no 
gain to the consumer in price or quality. 

Statements made recently that the wool tariff would add 
$300,000,000 yearly to the budget of the American buyer are 
not new. Back in 1909 the same party responsible for this 
statement, Mr. William Goldman, a garment manufacturer of 
New York, made the following statement (Congressional Rec- 
ord, p. 5258) in opposition to a tariff on wool: “The aggre- 
gate burden of the increased cost of men and boys’ clothing 
to the American people under the present advance alone will 
be $120,000,000 for the year of 1910, which is twice the value 
of the domestic wool clip.” Yet in 1913 Mr. Goldman was 
compelled to admit that his figure had slightly slipped, and 
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no increase in price of moment had been made. He admitted 
that these increases were partly due to advance in labor, etc. 

This $300,000,000 increase in cost to the consumer is ar- 
rived at by (1) assessing a maximum duty against all wools 
used in the country when, as a matter of fact, 170,000,000 
pounds of our last year’s consumption, or about 28 per cent, 
were carpet wools paying no duty, and (2) through a pyra- 
miding of costs, a most ingenious system which, if followed 
out by farmers, would put their cost so high that our urban 
population would soon starve. This system as outlined pro- 
vides for operating expenses of every conceivable nature and 
generous profits to all concerned save the wool producer who 
for some unexplained reason has been left entirely out of 
the equation. The answer to this propaganda is shown clearly 
in our own experiences in purchasing clothes the past few 
years, during which we have had extremely high wool prices 
and extreme depressions in wool markets without any reac- 
tion in clothing traceable to this source. A short time ago 
Mr. E. F. Walker, secretary of the Rhode Island Textile As- 
sociation, stated that recent advances in wool prices of 
some 15 or 20 cents per pound only represent an advance 
to the consumer of $1 per suit of clothes after the wool has 
gone through the third process of manufacture, as only 314 
pounds of virgin wool is required in a suit, and pyramiding 
of costs after cloth left the mills was responsible for most of 
the troubles in high-priced garments. 


A tariff to be effective must be levied to such a degree as 
to equalize production costs between this and foreign coun- 
tries and, in fairness to all, such cost figures should be secured 
from unbiased sources. The Tariff Commission has gathered 
much valuable data on this subject, and the figures used by 
those interested in securing a proper protective tariff during 
the recent hearings were secured from this source. 

Likewise, the tariff must be levied in such a manner as to 
afford the protection it assumes to give. The great criticism 
against wool tariffs has been that the grower did not receive 
the advantage of them. This has been true to a degree, not 
because of intent on the part of those drafting the tariff but 
due to the wrong basis of determining the duty. A duty 
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levied on an ad valorem basis is unfair to both the wool 
grower and the wool consumer because in times of low-priced 
wool it affords the producer but little protection and, when 
wools are high in price and he needs protection the least, he 
has the greatest amount of protection and the consumer is 
penalized. This has been generally realized by our law 
makers, and wool duties have never carried a very high pro- 
portion of their rates on the ad valorem basis. 


A tariff based on a grease basis has also very serious objec- 
tions. Wool is valued only by the proportion of clean wool 
which can be secured from any given quantity. The by-prod- 
ucts do not as a rule more than cover the cost of recovery, 
and many scouring plants make no effort in that line. There 
is also a great variation in the percentages of shrink in vari- 
ous grades of wool or even wools of the same grade. There 
are decided variations of shrinkage on the same sheep, britch 
and belly wools shrinking more than the side fleeces, and tags 
going far beyond that. So that when our duty on wool was 
levied on a flat grease basis, importers taking advantage of 
this variation began requesting wools of light shrinkage for 
American trade. The Australian wool grower, keen to take 
advantage of the situation, went a step further and removed 
the belly, britch, leg, and tag wools from his fleece, and skirted 
wools or “wools prepared especially for the American trade” 
as they were originally termed, became a fixed product on the 
market. As these wools shrink on an average about two- 
thirds as much as our domestic wools, this automatically de- 
prived the grower of one-third of his protection. The manip- 
ulations of wool speculators, due largely to the fact that the 
grower had lost all immediate contact with the mills, all too 
frequently deprived him of the remainder. 

Since mills purchase wools on their estimated yield of clean 
wool, and since it is a comparatively easy matter for one 
familiar with wools to accurately estimate this yield, a duty 
levied on the clean content is the only fair and equitable way 
to levy a tariff and for the past 50 years efforts, which only 
recently culminated in success, have been made to have the 
tariff so drawn. The present tariff based on the clean content 
of wool gives a fair deal to all. The producer of domestic 
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wools of heavy shrinkage does not receive a duty on a worth- 
less by-product, neither does the importer of such wools pay 
one. So, all wool is placed strictly on its merit for the pro- 
duction of cloth. Many heavy shrinking wools of admirable 
qualities are thus finding their way to our country which 
were formerly sent elsewhere due to a tariff on grease basis. 
Our manufacturers are thus given a wider range in the selec- 
tion of suitable wools and frequently a price advantage. The 
administration of such a tariff is not hard, nor does it lend 
itself to fraudulent values as does an ad valorem basis, and 
it is generally acknowledged that the wool producer has re- 
ceived a greater benefit from the present form of tariff than 
ever before. 

Part of this advantage may be attributed to the formation 
of wool marketing organizations which come in direct contact 
with the mills and the resultant increase in price through 
narrowing the spread between the mill owner and the sheep 
owner. The dealers, to meet this competition, have handled 
wools on a narrower margin, especially in sections where the 
organizations have been active. But the great part is due to 
the fact that we have a tariff rate based on the only fair basis 
for computation, that is on the amount of material which can 
be converted into actual fabrics. 

In conclusion let me stress the following facts: 

First: The sheep industry is vital to the population of our 
country, and the conservation of its natural resources. 

Second: It has not proven a profitable industry as it has 
been conducted, and it must continue to decline as agriculture 
develops and grazing areas are put under the plow, unless the 
so-called agricultural sections expand their sheep operations. 

Third: Further curtailment of the sheep industry in the 
United States will narrow selections of wools on the part of 
the manufacturer, limit the competition which the American 
grower is causing the foreign producer of wool, and will react 
in higher prices to mills than if the industry were allowed to 
expand and reach its possibilities through the imposition of 
a protective tariff. 

Fourth: The fact that we have not developed a sheep indus- 
try commensurate with the requirements is due largely to the 
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uncertainty of the future ahead. Developments of flocks can- 
not be accomplished over night and men have been slow to 
invest their money and devote their time to an industry that 
might be a money loser just when they are ready to major 
their activities in it. 

Fifth: It is not profitable to raise sheep for their carcass 
alone, and were sheep kept with this only in mind there would 
be no wools of the finer grade. 

Sixth: There are limiting factors governing sheep produc- 
tion the same as cotton. These are, increase of parasites, 
disease, cheap lands, and climatic influences, causing many 
natural barriers to the extension of the sheep industry in 
many countries, and consequently increased production must 
come through development in such countries as are naturally 
adapted to the business. 

Seventh: There is a vast amount of research and experi- 
mentation being carried on today for satisfactory wool sub- 
stitutes, showing that a shortage of wool for actual needs is 
confronting us and in fact is upon us now. 

Eighth: We are facing overproduction in many farm prod- 
ucts today and consequent farm losses. There is great need 
for a wider diversification in our agricultural program, and 
sheep fit admirably in it. Their increased production should 
be fostered for this if for no other reason. 

Ninth: There is no reciprocal benefit through permitting 
the introduction of wools free, as the countries producing 
large wool stocks use only limited quantities of American 
goods and none of American agricultural products. 

Tenth: A fair tariff, based on cost of production as com- 
pared with foreign countries, administered in a fair and equit- 
able manner and with some assurance of permanency, is the 
best immediate solution for the rehabilitation of the industry 
in the United States. 

It is a generally accepted fact that the prosperity of the 
United States is built on its agricultural resources. Agricul- 
ture has not measured up to the degree of prosperity enjoyed 
by other business in recent years. The immediate result of 
this situation has been a business depression ramifying 
through many channels apparently remote from agriculture 


Relation of Tariff to Sheep Industry. 135 


but whose roots run back to the soil, and the concern of all 
has been the establishing of the balance so that the dollar of 
agriculture may purchase 100 cents of other commodities. 


Legislation to restrict production or arbitrarily fix values 


will never accomplish this end. It can only come about 
through giving the producer of farm manufactured products 
an equal chance at the market the producer of mill manufac- 
tured products has consistently enjoyed in this country. 
American standards of living are higher than in any other 
country. American farmers with high-priced land and labor, 
assuming a great burden of taxable property, must have some 
assurance of protection from products produced on very cheap 
lands with nominal labor costs. The immediate response in 
enhanced values of farm products and general prosperity 
following the enactment of every tariff act granting protec- 
tion to farm products, is the best answer to the whole matter. 
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THE TARIFF ON AMERICAN DAIRY PRODUCTS’ 


B. H. HIBBARD 
UNIVERSITY OF WISCONSIN 


It was inevitable that the American manufacturer would 
ask for an increased tariff at the close of the World War. 
It was no less inevitable that the farmer would likewise 
ask for a tariff on his products at the same time. Further- 
more, there was every probability that the demand on the 
part of the farmer would be granted by Congress with 
little hesitation. This was true in general because of the 
attitude of the dominant party toward protection, and 
specifically because of the necessity of keeping the Middle 
West satisfied with the policies of the party. Thus it was 
the manifest destiny of the farmer to get a tariff on any- 
thing and everything in so far as he cared to ask for it. 
Along with the sweeping demand for a general agricultural 
tariff, the tariff on dairy products was not only sure to be 
included, but much more, it was sure to occupy a prominent 
place. 


It may be well to notice that dairy product prices had 
risen less, relatively, than several other of the leading farm 
products during and just following the War. Quite as 
striking is the fact that the prices of dairy products fell 
less during the time of declining prices than was the case 
with cereals and live stock. In other words, the prices of 
dairy products have fluctuated less since 1917 than have 
the prices of farm products in general. 


Exports and Imports 


The trade in dairy products between this country and 
the outside world has never been large relatively. In 1890, 
we were exporting 30,000,000 pounds of butter, or 2.5 per 
cent of the amount made. By 1900, the exports were under 
20,000,000 pounds, and represented less than 1.5 per cent. 


1This paper was read at the Fifteenth Annual Meeting of the American Farm 
Economic Association, held in Chicago, December 30, 1924. 
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In 1910 the exports were 3,000,000 pounds, or a fifth of 
one per cent. This situation changed little till after the 
war began, which is to say that we had just about reached 
a balance with respect to foreign trade in butter before 
the disturbance of both price and production due to war 
conditions. With the rise in prices of butter in Europe our 
exportations reached 25,000,000 pounds, or about 1.6 per 
cent, distinctly below the percentage of exportation thirty 
years earlier. At the close of the war we were exporting 
a tenth of our cheese, and in addition enough condensed 
milk to equal 50 million pounds of butter. Thus all told 
we were exporting not far from 2 per cent of all dairy 
products made. 

With the falling of world prices in 1920 the American 
price for a time was the best obtainable, and butter in small 
amounts was imported. The imports exceeded the exports 
for about three and a half years, 1920 to 1924, even in 
spite of an eight cent tariff passed in 1921. The quantity 
imported was not large at any time, the greatest amount 
being 26,000,000 pounds in 1921, about one and a half per 
cent of the amount used in this country. The imports de- 
clined until within the past few months they have virtually 
ceased, and butter is again on the export list. 

The most interesting phase of the butter tariff and the 
movement of butter into or out of the country is linked 
closely with domestic production and prices. During the 
war, and after, butter rose in price with other farm prod- 
ucts, but relatively not so high. It rose in round numbers 
140 per cent above the 1913 price, while corn, wheat, 
cotton, and wool reached nearly 200 per cent over the 1913 
level. The rush into the dairy business was not so pro- 
nounced as in various other agricultural lines, due in part 
to the more moderate rise in price but no doubt much more 
on account of the difficulties involved in expanding greatly 
the dairy output. Almost at once increased dairy produc- 
tion, beyond say 10 per cent, calls for a proportional] in- 
crease in the labor requirements, a difficult condition to 
meet. 
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With the drop in general farm prices dairy products 
fell less, relatively, than most other goods the farmer had 
to sell. The result was that the New York price of butter 
was high enough to permit the importation of a little butter 
in spite of the tariff. The production of dairy products 
during 1921, 1922, and 1923, was clearly more profitable 
than the production of hogs, beef cattle, corn, or wheat— 
the things which compete most against dairying for at- 
tention. The outcome of these price relationships was 
logical. Dairy products increased slowly and steadily 
throughout this three year period. Assuming the most 
favorable view of the action of the tariff by conceding that 
the price was higher because of the eight cent duty, the 
conclusion as to the ultimate result is inevitable. In 1921, 
the production of milk rose 10 per cent above that of 1920. 
The next year there was an added increase of 4 per cent, 
and in 1923, an increase over 1922 of 7 per cent. The 
increase has continued throughout most of 1924. The de- 
mand for dairy products is not able to stand an increase 
of such proportions, almost 20 per cent in three years, with- 
out a decided drop in price, and a return to the world 
market for an outlet for the surplus. Both of these results 
have happened. The price of butter for the present month, 
December, 1924, is 13 per cent lower than a year ago. The 
current receipts per month are, during the past few months, 
about 10 per cent higher, and the price about 10 per cent 
lower, than a year ago, while the amount in cold storage 
is almost double the normal. 

The conclusion is inevitable. During some two or three 
years there was a favorable margin between the cost and 
the price of dairy products. The dairyman responded 
normally, and now an over-supply brings a reversal of 
the situation. A good case may be made to show that the 
tariff on butter, and likewise on cheese, was effective for 
some two or three years previous to 1924. How effective 
it was is a question not altogether easy of answer since 
there is no way of determining conclusively, at any given 
time, whether the price was held at a particular level by 
the influence of the tariff, or whether the home supply and 
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demand alone were mainly responsible. The difficulty lies 
in determining just when these products would have been 
imported had there been no tariff. Frequently the amounts | 
received were incidental, not to say accidental, and too 
small to be conclusive. This is never admitted by those who 
believe firmly in a tariff on agricultural] products. In case 
of any importation whatever, whether from Mexico or Den- 
mark, whether a thousand pounds or a million, the pro- 
ponents of agricultural tariffs invariably jump to the con- 
clusion that we are on an import basis, and that the home 
price is greater by the amount of the tariff than it other- 
wise would be. 


Total Exports Exceed Imports 


A point usually overlooked by all who believe we have 
already profited greatly by the butter tariff, and ap- 
preciably by the tariff on cheese, is that in terms of total 
dairy products we have been on an export basis substan- 
tially all the time. The net imports of butter and cheese 
have been over-balanced by the exports of condensed milk. 
In 1922, and 1923, we were close to the point of equilibrium, 
with imports a little greater than exports during the latter 
year, but again in 1924, the total exports exceed the im- 
ports. This situation is full of meaning to anyone who 
knows the strong tendency of the various dairy products 
to bear each about the same relationship to milk in the 
matter of price. There may be discrepancies for a time, 
but it is inconceivable that milk, the primary product, 
should be worth greatly more for use in one line of manu- 
facture than in another. For a time there may be a differ- 
ence but the tendency for the difference to disappear is 
irresistible. Thus with milk, condensed, to be found on the 
export list means that butter as an import cannot assume 
major proportions, and before an import tariff can be of 
more than incidental importance we must produce not more, 
but less, than we need of the products made out of milk. 
The same old conundrum is asking for a solution: How shall 
an import tariff be made effective on an export product? 
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Even though little be exported, how shall a tariff be more 
than temporarily and incidentally useful in relation to a 
product which will respond as do butter, cheese, and milk 
to a price stimulus? We vote to get off the world market; 
we insist that we are off it, and independent of it to the 
extent say of an eight-cent tariff; and before we can get 
the good news to the parties concerned, behold we are again 
looking for customers for a surplus. When prices are high 
we ask for a tariff in order to keep the market to ourselves, 
and then immediately produce enough more to bring the 
price down. 


‘Dairy products are about the best examples of goods — 


which may be helped a little, or not at all, by a tariff, yet 
may be made to appear popularly as an excellent example 
of a product of the farms helped by restriction of imports. 
The difficulty arises in seeing how unlike these products 
are, from the farmer’s standpoint, in contrast with such 
products as sugar, wool, steel rails, or cutlery. We do not, 
and will not, produce our own sugar. That is to say we will 
not until our minds become much weaker, or our backs 
much stronger. The American farmer was told twenty-five 
years ago that he could better his condition by growing 
sugar beets at $100 an acre rather than corn at $15. He 
was not told in these fairy tales that he could grow but 
one eighth as many acres of beets as of corn, and that he 
would be less than an eighth as happy in doing so. These 
latter corollaries were discovered in the demonstration of 
the main proposition. The American farmer will grow a 
few beets under certain circumstances, but an attempt to 
supply the market with beet sugar, home grown, changes 
the circumstances, and the expansion ceases. As to wool 
we are told by some enthusiast in almost every Department 
of Animal Husbandry that a small flock of sheep well 
tended is more profitable than cows, and not half as hard 
work. A group of super-patriots, incidentally interested 
in the woolen business, see in a wool tariff a means of mak- 
ing the army efficient, and hence unselfishly vote for more 
tariff on wool. But wool is thus far mainly a pioneer crop, 
and the lack of demand for mutton in large quantities 
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makes either the meat or the wool of the sheep low enough 
in price so that farmers cannot be induced to produce wool 
in abundance. 


No elaborate argument is needed to show why a tariff | 


on steel may be helpful to steel manufacturers. Only big 
companies can operate in this field, and they have a well 
developed habit of producing about the amount needed at 
a price satisfactory to themselves. Cutlery, and the thou- 
sands of wares made out of steel or other metals, are 
similar in this important respect. The small manufacturer 
is absorbed by the larger, or is content to remain a follower 
rather than to take the lead in price determination. Under 
these circumstances the tariff works. 

In contrast with the above, dairymen are numerous. Sev- 
enty per cent of the farmers of the whole country are 
dairymen, to some extent. This means that about four and 
a half million farmers have at least one cow each. In 
addition to these, almost a million town people are keeping 
one or more cows each. Thus the equivalent of about five 
out of six farmers keep cows. With many of them, milk is 
a by-product end no account of its cost is seriously con- 
sidered, yet the total amount of such products is important 
in the supply. While temporary variations in price cannot 
result in a sudden abandonment or development of dairying 
as a business such as takes place within a year or two in 
the growing of wheat or potatoes, or in the production 
of hogs, there is an opportunity to respond in a degree al- 
most immediately to the demands of the market. This is 
illustrated in the fall in the total quantity of dairy products 
for the years 1919 and 1920, caused by the failure of the 
prices of these products to keep pace with other prices and 
the difficulty of keeping the necessary supply of labor on the 
farms. The higher prices, relatively, for dairy products 
following the collapse of 1920, which resulted in a prompt 
increase in production following that date, took place more 
promptly than changes in the numbers of dairy cows. The 
differences were due to methods of feeding and the care 
given the cows. 
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It seems reasonable to predict that the present low prices 
. of dairy products will result in a diminished supply, mainly 
because of the unfavorable balance between these prices 
and the cost of mill feeds and labor. In this time of ad- 
versity the tariff offers no hope or, if any, it is merely that 
after the supply has once more been adjusted to the home 
market requirements, once more the protection will be ef- 
fective; which in time would mean another prompt stimula- 
tion of production with the inevitable fall of prices back 
to the export level. 

The action of the tariff on the price of products such as 
butter or cheese may be likened to an attempt to keep a 
pot just below the boiling point. Should a temperature of 
211 degrees be looked upon as desirable, but boiling over 
undesirable, the technique of applying more heat would 
become a problem not easy of solution. In a laboratory 
where conditions are under control, the case would be 
simple. A thermometer and a Bunsen burner would pro- 
vide the necessary equipment for maintaining the desired 
temperature. The case under consideration is more like 
that of a pot over a camp fire, the temperature at a given 
time being a matter of guess work. Should it be decided 
that more fuel is needed and all hands set to work to fetch 
and apply it, it may develop that a single stick is sufficient 
to bring the contents of the pot to the fatal point. Thus 
when a cargo of butter or cheese heads for an American 
port, there is consternation among all producers of dairy 
products. They feel that theirs is a vested right to the 
home market. A tariff is the added fuel, and within a 
short time the boiling point is reached with a spilling over 
in the form of exports. 

The friends of tariffs in general will insist that the tariff 
on dairy products is worth while even though it was effec- 
tive for two or three years only. This is a superficial view 
of the case which looks less favorable on close examina- 
tion. The higher price, due in part to the tariff, during 
1921 to 1923, resulted in efforts to increase production, 
efforts which cannot easily be abandoned. New equipment 
and larger herds, with their attendant expenses and in- 
vestments are not readily reduced to proportions desirable 
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under present conditions. A modern poet has said: “The 
harder you fall, the higher you bounce,’”’—a very cheerful 
doctrine. On the other hand, it is painfully true in the 
prosaic world of hard knocks that the further and harder 
the fall, the longer must be the period of convalescence, or 
the more certain the funeral. No farmer would acknowl- 
edge it, yet without doubt many are now in worse straits 
financially than they would have been had the prices not 
been stimulated artificially right after the World War. 

If it is really the case that a general tariff on agricultural 
produce will work, giving the American farmer an Amer- 
ican price for his goods, then is it true that the doctrine of 
isolation is defensible, and we should teach and apply mer- 
cantilism in its entirety. Economists have generally be- 
lieved that a tariff was a means of giving one class of 
workers an advantage over another class with which it 
had dealings. Many friends of the farmer are now ac- 
cusing the economists of being a century and a half behind 
the times, these enthusiasts having discovered that all 
round protection is entirely feasible, and that a national 
prosperity can rise above and remain independent of world 
markets. This view is the result of a price economy con- 
cept. In the minds of these new era protectionists, all the 
farmer has to do in order to overcome the disadvantage 
now evident between himself and the industrial world is to 
imitate the methods by which the industrialists have gained 
the advantages now enjoyed. This would not be so far 
from the truth were they able to follow the program of 
the industrialists fully. To follow it in the matter of a 
tariff and fail to control production is to ask for a husk 
without a kernel. Analogies are misleading. Because the 
tariff operates on sugar is no reason why it must do so on 
butter. Sugar, American grown, is scarce. Butter, Ameri- 
can made, is plentiful, painfully so. What the situation 
will be a generation hence we do not know, but at present 
a tariff on butter and cheese is about as effective as Wouter 
Van Twiller’s campaigns against the Swedes carried on by 
proclamation. 
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The conclusions, mainly adverse, do not mean that the 
tariff on dairy products should be repealed. They merely 
mean that not much is to be hoped from the tariff on dairy 
products in the way of relief. In this the situation is not 
unlike that of agriculture in general. We are an exporting 
country, and will be for several decades yet to come.. 


Tariffs on Dairy Products 


Commodity 1922* 1913 1909 1897 
Butter and Substitutes, per Ib._._.__-----______ $.08 $.025 $.06 $.06 
Cheese and Substitutes, per Ib._----_--______ 06 01 .03 .06 
Condensed and Evaporated milk, per lb.__----- 015 Free .02 .02 


*Most of the rates for 1922 went into effect upon the passage of the Emergency 
Tariff Act of 1921. 


Production of Dairy Products, 1899, 1909, 1919-1923 


Butter Cheese Milk Per cent 
Year 1,000 Ibs. 1,000 Ibs. 1,000 Ibs. increase 
1919 1,628,000 480,000 90,058,000 ‘aa 
— oq. 89,657 000 


Imports and Exports of Dairy Products—U. S.—1899-1923 


Butter Cheese Condensed Milk 


Exports Imports Hxports Imports Exports Imports 
Year 1,000 Ibs. 1,000 Ibs. 1,000 Ibs. 1,000 Ibs. 1,000 Ibs. 1,000 Ibs. 
1909 5,981 646 6,823 ee 
1919 34,556 9,519 14,159 11,332 852,865 16,509 
1920 27,155 37,454 19,373 15,994 710,533 23,756 
1921 7,829 34,344 10,825 16,585 266,506 19,273 
1923 9,410 15,772 8,446 4,555 159,956 7,276 
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URBANIZATION AND RURAL DEPOPULATION 
IN FRANCE 


JOHN G. THOMPSON 
WASHINGTON, D. C. 


Mr. Hobson’s interesting and informing article in the July 
number of THE JOURNAL,: in which he touches upon the city- 
ward movement as a factor of importance in the agricultural, 
and in the general social economy of France, may perhaps 
have stimulated in the minds of the readers of his article a 
desire for a fuller statement as to the extent and significance 
of that movement in that country. 

Neither the cityward trend nor concern relative to that 
trend is an exclusively recent, or even modern, phenomenon 
in France. Migrations to Lyons from the adjacent rural 
districts occurred as early as the fourteenth century. Re- 
peated and ineffectual efforts were made about the middle 
of the sixteenth century to restrain the extension of Paris 
beyond certain limits; and when Sully besought Henry IV 
to restrict the influx of people into Paris that monarch re- 
sponded by sending his seigneurs back to the land. In an 
essay in 1746 the French statistician, Deparcieux, noted that 
the cities in France were being peopled at the expense of 
the rural districts; and every student of country life problems 
is familiar with Rousseau’s assertion in Emile that the towns 
are the devourers of the human race and must be re-peopled 
constantly from the rural! districts. 

It was not until about the middle of the nineteenth cen- 
tury, however, that the cityward trend in France began really 
to be noteworthy. In 1800 France had but three cities with 
a population of more than 100,000; while by 1911 there were 
fifteen cities of this size in France and these contained more 
than one-seventh of the total population of the country at 
the latter date. Between 1801 and 1851 the percentage of 
the total population comprised in cities of over 20,000 in- 
habitants increased from 6.75 to 10.6; while by 1891 cities 
of this class comprised 21.1 per cent of the total population 
and by 1911, 26.0 per cent.2 During the five years 1886-1891, 


1“Some Economic and Social Phases of French Agriculture,” by Asher Hobson: 
The Journal of Farm Economics, July, 1924, pp. 233-244. 

2Clapham, J. H., The Econ. Develop. of France and Germany, 1815-1914, 
Cambridee, Eng., 1921, p. 159. 
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the total increase of population in France was but 124,289, 
while the 56 cities having a population of 30,000 or over 
gained 340,396—an actual loss of 216,107 for the rest of the 
country; and for 1906-11 the increase in cities of this class 
amounted to about 125,000 more than the gain for the entire 
country. 


Unlike the situation prevailing in England and Wales, Paris 
and the other larger cities in France have been growing more 
rapidly than the cities of a smaller size—thus apparently 
sustaining Levasseur’s dictum that the rate of city growth 
is proportional to the size of the city in question. Paris, 
which has grown most rapidly of all, had a population about 
five times as great at the beginning of the present century 
as it had in 1800; and, as illustrating the growth of this 
great center at the expense of the rural districts, it has been 
‘ said that when Paris had, at a recent date, a population of 
2,650,000 souls, only 950,000 were native Parisians—the re- 
mainder being immigrants from the rural districts. 


In France those communes with an agglomerated popula- 
tion—that is, with a population living in contiguous dwell- 
ings—of 2,000 or more are officially recognized as “urban,” 
while all the others are classed as “rural”; and the following 
table, derived from official sources and based upon this stand- 
ard of classification, shows that while the rural population 
of that country constituted 75.6 per cent of the total in 1846, 
it had declined to 53.7 per cent of the total in 1921°: 


Year Rural Urban Year Rural Urban 
75.6 24.4 64.1 35.9 
74.5 25.5 62.6 37.4 
72.7 27.3 60.9 39.1 
71.1 28.9 59.1 40.9 
69.5 30.5 57.9 42.1 
68.9 31.1 55.8 44.2 
65.2 34.8 53.7 46.3 


3On account of the war no census was taken in 1916. Including the provinces 
of Alsace and Lorraine the rural population in 1921 comprised 53.6 per cent and 
the urban 46.4 per cent of the total. 
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The table indicates further that the cityward trend was 
most pronounced in the quinquennial period 1876-81, with the 
period 1906-11 a close second in this respect. 

Notwithstanding the fact that the proportional decline 
in the rural population of France has been comparatively 
moderate, even though persistent and quite steady, since 1846, 
the absolute loss in the rural element, as officially defined, 
has been extreme—continuing over every census period ex- 
cept 1872-76 and amounting to more than 4,550,000 by 1911. 
Up to 1921, indeed, the rural loss amounted to as much as 
6,513,000; but a very considerable part of the further loss 
between 1911 and 1921 must be set down as the rural share 
of the total loss of population in the country as a whole re- 
sulting from the Great War of 1914-18. 

Up to the census of 1891, not less than 100 out of a total 
of 361 “arrondissements,” or districts, had reached a maxi- 
mum population between 1846 and 1851; and up to 1911 there 
were twenty “departements” which had lost over 10 per 
cent of their population since 1872. Since 1872, too, only 
forty-one “departements” have contributed to the small in- 
crease in the total population of the country; while the re- 
maining forty-six have declined in population. Out of the 
eighty-seven “departements” but twenty-three showed gain 
in population during 1906-11; and several of those which 
gained in total population contained towns that showed a 
greater gain than did the whole “departements” in which 
they were respectively located. On the other hand, a num- 
ber. of the “departements” that lost population as a whole 
showed a gain for the urban centers within their boundaries. 
According to an authority quoted by a recent French writer,* 
the eight “departements” of the Southwest that had been 
most affected by the rural exodus had lost about 400,000 
inhabitants, or more than one-fifth of the total, between 1872 
and 1911; while certain localities in this section had lost 
50 per cent of their population since 1891. The loss in rural 
population is also reflected in the fact that those communes 
which had less than 400 inhabitants increased to the extent 
of 668 in the census period 1906-11, while the number contain- 
ing from 401 to 2,500 persons decreased to the extent of 667 


*Galeot, A. L., L’Avenir de la Race, Paris, 1917, p. 37. 
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for the same period—loss of population in communes of the 
latter group having caused a number of them to fall into 
the former, smaller, one. And this increase in the number 
of small communes has been in progress for a long time. 

As in England and Wales and in many other countries, the 
rural exodus in France has been most pronounced among 
agricultural laborers. The total number of hired laborers 
employed in agriculture in France declined from 4,000,000 
in 1862, to 3,500,000 in 1882, to a little over 3,000,000 in 
1892, and to some 2,320,000 in 1913. Between 1862 and 
1882 the number of “day laborers” in agriculture in France 
declined from 2,000,000 to 1,480,000° and a majority of the 
250,000 persons of the farming population who abandoned 
the countryside in France in the decade 1882-92 are said to 
have been “day laborers” or “farm servants.” So marked 
has been the decline in the number of agricultural laborers 
in France that, as Mr. Hobson points out, there has been in- 
creasing dependence upon Belgian, Polish, and Italian labor, 
in agriculture. The decline in the total number of persons 
occupied in agriculture in France has been much more 
moderate. In 1866 of the total “active,” or working, popu- 
lation 47.5 per cent was occupied in agriculture; while the 
proportion so employed had decreased to 41.5 per cent by 
1901, and to 40.7 per cent by 1911. 


Immediately preceding the Great War, in 1914, official 
investigations appeared to show that the rural exodus in 
France—particularly among the class of agricultural labor- 
ers—was proceeding unchecked.* Moreover, population 
figures for the cities of France in 1918 showed very large in- 
creases since 1914 in a number of the large centers, as a re- 
sult of activities centered there in connection with the carry- 
ing on of the war, and also in a very large percentage of the 
smaller centers of the central part of the country because 
of influx of refugees from the invaded regions to the north. 


& _ Daniel, L’Agriculture moderne, Paris, 1913, p. 309, quoting M. Tis- 
serand. 


®See Bulletin de _la Statistique générale de la France, April, 1917, p. 295 ff., 
for Pt. III of an “Enquéte sur les conditions de la vie ouvriére et rurale en 
France en 1913-14,” under the title, ‘““(Depeuplement des Campagnes’”; and see also 
“Comptes Rendus des Travaux de la Société .des Agriculteurs de France, Vol. 


wae pp. 167-175, 400 ff., 589, and Le Musée Social: Annales, 1913, 
p. -3. 
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Doubtless the abnormal influx of population at this time into 
the urban centers of France began speedily to be relieved at 
the cessation of hostilities. Yet the effect of war has usually 
been contributory to increased urbanization; and the larger 
centers, at least, of France may be expected to retain a cer- 
tain proportion of the abnormal increase which the years of 
the war period brought. 


Yet, in spite of post-war official complaints of continuing 
desertion of the countryside by agricultural laborers and by 
small landed proprietors’ the census returns for 1921 appear 
to show a comparatively small cityward trend in France be- 
tween 1911 and 1921; and it should not be forgotten that in 
general agriculture has made more rapid recovery from the 
effects of the war, on the Continent, than have the urban in- 
dustries—as Mr. Hobson well points out in the case of 
France. On the other hand, it is possible that the general 
horizontal losses of population incident to the war may have 
resulted in so diminishing the agglomerated population in a 
number of communes hitherto classed as urban as to bring 
about their transfer to the rural group and thus in some 


measure to swell the population of the latter at the expense 
of the former.® 


Some Observations Relative To the Economic and Social Sig- 
nificance of the Cityward Movement in France 


1. In the first place, in spite of the decline in the rural 
population agriculture in France has materially improved in 
technique, in variety of products, and in total production; 
while the agricultural class has bettered its condition both in 
wealth and in well being. Moreover, France subsists her 
population today much more satisfactorily than she did a 
century or more ago.’° 


™See Journal Officiel. Chambre des Deputes. Documents Parlementaires. 
Sess. Ord., 1922, Vol. 2, p. 1794. 


SSee Table, p. 146. 
®See Internat’l Rev. of Agr’l Econ’s, Dec., 1922, pp. 891-2. 


1° See Zolla, op. cit., pp. 1-2; Bul. de la Soc. des Agriculteurs de France, 
March, 1922, &; 91; and Guillon, Jean, L’Emigration des Campagnes vers les 
Villes et Ses Conséquences Economiques et Sociales, Paris, 1905, pp. 310, 421-2, 


424. See also, however, Journal Officiel, op. cit., p. 1791 ff. 
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2. Increased prosperity and well being among the agri- 
cultural population in France, as Mr. Hobson points out, de- 
pend very largely upon further improvement in farm organi- 
zation and agricultural technique, and especially upon in- 
creased utilization of labor-saving machinery in agriculture. 
But the inevitable outcome of developments such as these, 
in view of the relatively inelastic demand for the products 
of agriculture, would be a further, and perhaps accelerated, 
rural exodus; though restriction of the long working hours 
among French agriculturists would tend, if realized, to 
counteract the tendency toward such an outcome. 

3. In seeking an explanation for the very low birth rate 
and for the static condition of the population in France, 
many persons in that country, as elsewhere, are inclined to 
charge the condition in large measure to the rural exodus. 
It seems clear, indeed, that on the whole conditions are 
somewhat more favorable in the rural districts than in the 
urban centers for a higher birth rate. But the difference is 
not as great as sometimes has been asserted; and some con- 
siderable qualification is needed in making such a generali- 
zation. The birth rate in highly urbanized England is much 
higher than in comparatively rural France. Moreover, the 
standardized birth rate in the rural] districts of England and 
Wales, in 1913, was only about nine per cent higher than it 
was in London, and but slightly more than one per cent 
higher than it was in the County Boroughs—that is in the 
areas containing the other large cities. Indeed, London had 
a higher standardized birth rate in 1913 than the other parts 
of the South of England, including the rural areas." 

In France, decline in the birth rate began a generation be- 
fore the advent of the industrial revolution and the modern 
development of city life in that country; and “the highest 
legitimate fertility figure” in France is stated to be in “‘the 
nine departments with less than 30 per cent of agricultural 
population.’** Indeed, both in England and in France, and 
probably in many of the other countries of Europe, the birth 
rate in the rural districts is, in general, high only among the 


11A4nn. Rep. Registrar-General—1913, pp. xvi, xxiii. 
122 The aa be ig Rate (Report ‘of. the English National Birth-Rate Com- 
mission, 1913), N. Y., E. P. Dutton & Co., n. d., p. 33. 
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class of agricultural laborers and among the mining and in- 
dustrial population resident in the rural community. Un- 
doubtedly, therefore, the exodus of agricultural laborers 
from the rural districts of France has contibuted to the de- 
cline in the rural birth rate of that country. 

No factor has been more important in restraining the birth 
rate in France than that same marked rural thrift, to which 
Mr. Hobson has called attention, with its accompanying pru- 
dence and foresight; and there is little doubt that this rural 
trait has been carried by many rural migrants to the urban 
centers of France and has there added its influence to that 
of the restraining forces natural to the city, in relation to the 
birth rate. This characteristic of thrift and of prudence is at 
a maximum among the small peasant proprietors; and the 
intense desire among this class for the ownership of a parcel 
of land works effectively to restrict the number of children 
in the family, as there is of course a limit to the splitting 
up of the land for division among the heirs. 

The substitution of a system of small agricultural holdings 
for a system of large estates with hired agricultural labor 
has many advocates; but the introduction of the former 
system in place of the latter in such a country as England 
would in all probability set in operation there many of the 
forces that have worked so potently to reduce the birth rate 
among the peasants of France and would without doubt 
soon deprive the rural districts of the former country of their 


present small superiority over the urban centers in respect to 
the birth rate. 
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FIFTEENTH ANNUAL MEETING OF THE AMERICAN 
FARM ECONOMIC ASSOCIATION 


The Fifteenth Annual Meeting of the American Farm 
Economic Association was held at the Auditorium Hotel, 
Chicago, December 29-31, 1924. The audience was large, 
and interest well maintained. The papers and discussions 
presented followed substantially the program as printed 
in the October issue of the Journal of Farm Economics. 
The report of the Secretary-Treasurer, presented at the 
opening session, showed a deficit of approximately $650 
incurred during the past year. This was due largely to the 
increased size and more expensive make-up of the Journal 
of Farm Economics, which was put out at a cost of $2.70 
per copy. To consider this situation and also a proposal 
received from the Agricultural History Society, a commit- 
tee was appointed to report recommendations on the closing 
day of the meeting. Their report was as follows: 


Your committee wishes in the name of the American Farm Economic 
Association to commend the executive committee and especially the 
Editor of the Journal for the splendid Journal maintained during the 
past year, Also it wishes to express appreciation of the offer of the Agri- 
cultural History Society to join with the Association in the publication 
of a “Journal of Farm Economics and History,’ and expresses a 
desire that agricultural history material be made available in printed 
form. Inasmuch, however, as the two organizations meet inde- 
pendently and at the same date, and since the joint publication of a 
Journal would involve difficulties in administration, your committee 
recommends :— 

1. That the Farm Economic Association continue publishing the 
Journal of Farm Economics independently of any other organization. 

2. That the responsibility for the publishing of the Journal of Farm 
Economics be retained by the Association rather than to place it in 
the hands of a publishing company. 

3. That membership in the Association shall be accepted on the 
basis of associate and active members. Associate membership may 
be granted to county agents, high school teachers, farmers, under- 
graduate students, and to graduate students and Federal agricultural 
employees receiving salaries of $1,200 or less at annual membership 
dues of $2.00, and to members of undergraduate farm economic 
clubs of not less than six members at an annual membership of $1.00 
per member. Active membership shall be granted to all desiring active 
membership at annual dues of $3.00 or life membership dues of $40.00. 

4. That the judicious use of advertising such as of publishing com- 
panies, business service institutions, and equipment companies be 
recommended to the excutive committee. 

5. That the executive committee not consider it necessary to reduce 
the indebtedness of the association during the coming year, pending 
an attempt to enlarge the membership. 

6. That a definite membership campaign be organized by the execu- 
tive committee and that the membership take personal responsibility 
in carrying out such a campaign. M. R. BENEDICT 


J. E. BOYLE, 
H. C. M. CASE, Chm. 
This report was adopted by the Association. 


